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WEXPRO COMPANY 

79 SOUTH STATE STREET• P_ 0. BOX 11070 • SALT LAKE CITY. UTAH 84147 • PHONE(B01) 530-2600 

October 27 9 1988 

Mr. Robert Lake 
Mr. Gary Myers 
Price Waterhouse 
175 East 400 South Suite 700 
Salt lake City, UT 84111 

Gentlemen: 

· Re: 	 Wexpro Agreement Guideline for Expanding 
Participating Areas Inside Federal Units 

The Division has requested a clarification of the Participating Area 
Guideline letter which was approved by the Accounting and Hydrocarbon Moni
tors on June 15~ 1983. 

The· only portion of that letter. which was· intended by Wexpro as a 
guideline is found on page s·entitled the 11 Wexpro Proposed·Solution. 11 All• 

other portions .of the guideline letter should be considered as background _ 
material only and not an integral part of the ·guideline. The relevant . 
port-ion of the guideline. for which ·we request Division approval· is found on · 
page ..5 and reads as fa11 ows: 

To properly account between Mountain Fuel and-' Wexpro· and solely for 
allocation of investment adjustments .(whether debits or credits)· 

· and for al location of oil 9• natural gas liquids and natural gas from 
drilli.ng _which results- in .expand.jog·· .any ·participating area for 
royalty purposes or in. ·expanding poole·d areas (or- similar expansion 

·. 	 of multi-party i.ndividual ownership areas -- each 9f ·which orig-_ 
i na11y qualifies as a development ~ri 11 i ng · area under- the Wexpro 
Agreement) after· July 31, 1981, then as · between the- company-_ and 
Wexpro/Celsius: · · 

1. 	 The 101/.105 -arfd transferred leaseholds within the partici 
pating area or pooled (or similar) area as it existed on July 
319 1981, shall be considered as "company leaseholds" and the 
101/105 or transferred leaseholds outside of such areas shall 
be owned by Wexpro or Celsius as prov.ided in the Wexpro 
Agreement. · 

2. 	 Wexpro will fund or cause to be funded all capital investment 
additions or debit investment adjustments on such "company 
leaseholds" required by such expansion and earn the base rate 
of return (r) plus the applicable risk premium of 8% for gas 
and 5% for oil wells. 
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3. 	 Credit investment adjustments attri butab1e to pre-July 31, 
1981 capitalization and Post-July 31, 1981 Facilities and 
Development Gas or Oil Drilling will be paid to Wexpro. 

4. 	 As far as the Unit Operator is concerned, the allocation of 
production to MFS/Wexpro is consistent with allocations to 
other interest owners. After this allocation is made, an 
inhouse division of revenues between Wexpro and Mountain Fuel 
occurs in compliance with the Wexpro Agreement. 

We hope this removes any confusion created by using the Henry Unit as an 
example of how federal unit participating areas are created and expand. 
Please deliver a copy of this letter to Jon Strawn of the Division at your 
earliest convenience. Your cooperation will be appreciated. 

Ruland J. G 1, Jr. 
Managing Attorney( 

pf 

cc: 	 M. A. Howerton 
M. R. Jensen 
J. W. King 
R. M. Kirsch 

APPROVED THIS _ day of ______, 


UTAH DIVISION OF PUBLIC UTILITIES 


By: 


Date: 


1988. 

STAFF OF WYOMING PUBLIC SERVICE 

COMMISSION 


By: 


Date: 


\ 

\ 




WEXPRO AGREEMENT MONITORING 

June 23, 1983 


Expanding Participating Areas 

Inside Federal Units 


The Henry Unit Example 


PROBLEM: Wexpro Company hereby requests monitor approval of a method 
of accounting for production and for certain drilling costs (called 
investment adjustments) resulting from participating area expansions 
inside 11 Federal Exploratory Units. 11 

. FACTS: 

What is a Federal Unit. 

11 FeA deral Exploratory Unit 11 is a creature of Federal laws and 
regulations. A Unit Agreement is authori.zed by 30 U.S.C. §226(j) 
(attached as Exhibit l) and the exact words of the Unit Agreement are 
promulgated in Regulation in 30 CFR §226.12 (attached as Exhibit 2). 
Unit Agreements embracing Federally supervised leases including all 
or part of an oil and/or gas pool, field or like area may be clas
sified as exploratory or ·developmental in nature. The request of 
Wexpro only applies to exploratory units and does not apply to 
developmental and secondary reCovery units. These latter units are 
usua 11 y ta i1 or made after cons; derabl e drilling and deve 1 opn'tent.. has 
occurred. 

The objective of unitization, per se, is to provide for the unified 
development and operation- of an entire structure or field area so 
that drilling and production can proceed in the mos_t efficient and 
economical manner. Establishment of Cooperative and Unit Pl ans or 
Operations under the Mineral Leasing Act of February 25, 19·20, as 
amended, is governed by the regulations set forth in 30 CFR §226. 

The standard Federal Competitive Oil and Gas Lease (Form 3120-7) in 
Section 2 requires the lessee: 

Within thirty (30) days of demand, ... to subscribe to and 
operate under such reasonable cooperative or unit plan for 
the development and operation of the area, field, or pool, 
or part thereof, embracing· the lands included herein as the 
Secretary of the Interior may then determine ta be practi
cable and necessary or advisable, which plan shall ade
quately protect the rights of all parties in interest 
including the United States. 

Other Federal leases have similar or identical language. BLM Regu
lations found in 43 CFR, Part 3100 contain several sections relative 
ta unitization. 

To initiate the formation of a Federal exploratory unit, the pro
ponent of the unit.files an application with the appropriate office 
of the BLM (previously supervised by the U. S. Geological Survey and 
the Minerals Management Service) formally requesting the State BLM 
Director to (1) designate the proposed area as logically subject to 
development under a..unit plan o.f.. op<1r~Hons-1·{2)· approve the·111aximur1f 
depth and objective formation proposed for the initial test well(s) 
and/or development obligations (if the area contains a discovery but 
is not fully developed); and (3) approve the text of the proposed 
farm of agreement. The r:-equest for designation must be accompanied 
by a map or di agram showing the area sought to be des 1 gnated and 
indicating the type of land_ The application is usually accompanied 
by a report giving all available geological and geophysical informa
tion. 
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After consi~eration of the application by the BLM, the.applicant will 
be advised of the decision reached with respect to the designation of 
the area, the specific form of agreement, and the initial wells 
required. 

What 	 is a Participating Area. 

After a well capable of producing unitized substances (i.e. oil 
and/or gas) in paying quantities is completed, a "p~rticipating area" 
must be established in accordance · with the "Participating After 
Discovery" section of the Unit A~reement (Section 11- of the model 
form, 30 CFR 226.12, See Exhibit 2}. The only land to be include~ in 
a participating area is that land reasonably proven capable of 
producing unitized substances in paying quantities, or, if so provid
ed in the Unit Agreement, that additional land necessary for· unit 
operations (most older units, i.e., prior to 1968, do not so provide 
for additional lands). The initial participating area causes th~ 
unit to convert to a producing status and all subsequent unit wells 
and operations are to be conducted under a "Plan of Operations." 

Under the· Wexpro Settlement Agreement, Section I-26{a)(ii), the 
participating area a·s it existed on July 31, 1981 is a "development 
drilling area" and is determined as follows: 

(a) 	 For each prior Wexpro or prior ~ompany.well in a pool, 
: •. and all additional surface area covered by: (ii) 
The U. S. Geological Survey-approved participating 
area determined for royalty Pl-l rpos es for that poo1 , if··· 

(" 	 the well is in a Federal unit, 

Revision of Participa'ting Areas. 

A participating area will be revised,_ in accordance with Sections 11 
and 12 of the Unit Agreement, when ~dditional -paying wells are 
co~pleted in the formation or pool for which the participating area 
has been established. Although additional geological and engineering 
information·obtained by the completion of each such well is used, the 
amount of acreage that is brought- into the participating area by a 
revision is dependent on the same criteria used in determining the 
initial participating area. Likewise, 1and included in a partici ~ 
pating area which is reasonably proven to be nonproductive in paying 
quantities by the subsequent completion of a dry hole on the land is 
eliminated from the participating area. 

Separate pa·rticipating areas may be established for each ~eparate 
productive reservoir, pool or formation covered by a Unit Agreement. 
In some instances, separate participating areas may be established 
for the same producing horizon when there is uncertainty as to 
whether the production is continuous between the two areas. 

Allocation of Production. 

Oil and/or gas produced.under unitized operations is allocated to the 
working interest owners of the unitized lands on the basis of the 
factors and formulas prescribed in the "Unit Operating Agreement." 
Nonnally, a standard preprinted fonn of Unit Operating Agreement 
prepared by the Rocky Mountain Mineral Law Foundation is used. 
Production under an exploratory unit agreement is normally allocated 
to each tract of unitized land within the controlling participating 
areas on the basis of the number of tract surface acres included 
within the participating area as comparecr-to the total number ,of 
unitized surface acres within the participating area. Therefore, 
a1location of unitized substances 1s made on a surfa·ce acrea e basis 
wit out re ar to an art1cu ar we owever, t e. 
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The use of a "development drilling area 11 in the Wexpro Settlement 

Agreement was a means to differentiate between developmental and 

wildcat (exploratory) drilling. The "development drilling area," in 
turn, is used to further define the various benefits which results 
from the various types of Wexpro 1 s developmental or exploratory 
drilling activity. To avoid a difficult subjective analysis on every 
11 prior well," the parties selected a distance around prior wells 
which would be considered 11 development 11 drilling. In the case of 
each pool within Federal units, this included the 1,980 feet around 
the prior well plus the participat·ing area for royalty purposes for 
that pool. This method works well for all ·participating areas which 
are never enlarged and which contained a prior well, because all 
production is allocated to all lands insidethe "development drilling 
area 11 

, i.e. participating area for roya·1ty purposes within the 
federal unit. However, if the partici):atirlg area is enlarged after 
July 31, 1981, part of the ~roduction ram rior wells is al located 
to other lands subject toexr\oratory dri ling 11 under the. Wexpro 
Settlement A reement and ossib sub ·ect to. interests of oth~r third 

ew1se, some reduction from ex orator in is 

Therein lies the problem in which Wexpro seeks monitor assistance. 
The Wexpro Settlement Agreement allocates production on a well basis 
but in Federal unit participating area expansions, the allocatio~ of 
production is based on an acreage basis. 

parties or state 

Investment Adjustments; a Hypothetical Example 

Between the working interest owners under the unit operating agree
ment, there is an investment adjustment so that each working interest 
owner pays a fair proportion of the cost of all wells in which it 
receives an allocated share of production. Attached as Exhibit 3 is 
an example of the typical language in a unit operating agreement. 
The following example illustra·tes how an investment adjustment would 
be accounted for between Celsius (Wexpro) and Mountain Fuel ("MFS") 
or Celsius/Wexpro and any other third party (such as Exxon in the 
hypothetical): 

ORIGINAL PARTICIPATING AREA - MFS ACRES 

1. Acres= 1,000 
2. Investment (1 well)= $1,000,000 (depreciated 

½% per month for 60 months) 
3. Production= 500 B8LS/Oay 
4. MFS Original Share= 100% 

EXPANSION CELSIUS/EXXON ACRES 

1. Acres added= 1,000 
2. Investment (1 well) = $2,000,000 
3. Production= 350 B8LS/Day 
4. Celsius/Exxon Interest= 100% 

EXPANDED PARTICIPATING AREA 

1. Acres = 2,000 
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2. 	 Investment-· Net total at time of expansion 
(Assume Depr· .. ID mos. @ .5% monthly per unit 
agreement) 

.95 X 1,000,000 = $ 950,000 

Celsius 2,000,000 


Total = $.z ,950,000 


3. 	 Production 850 B8LS/Day 

4. Interest. M,S (1,000 acres) 
(2,000 acres) 50% 

Celsius/Exxon= . (1,000 acres) 50% 
(2,000 acres) 

5. Investment $2,950,000 

MFS Share $1,475,000. 
Credit for 
1st well 

INVESTMENT ADJ, 
950,000 

$ 525,000* 

~C"°e_,_1~s1;.c·u,.,s'-!,/,,:Ec:::x:::.xo,::n~Scch.,ca'-"-re= $1 , 475,000 
: Credit for 

2nd well 2,000,000 
INVESTMENT ADJ, $ (525,000) 

6. 	 Production Allocation 
MFS 50% = 425 BBLS/Oav 
Celsius 50% = 425 BBLS/Day 

*Wexpro picks up MFS investment· adjustment (because the Wexprn 
Settlement Agreement requires Wexpro to make all future investments, 
See Section III-4) of $525,000 and capitalizes it in an account 
subject to the deve·lopmental gas (24%) or oil drilling (21%) rate of 
return. Amortization based upon unitS of production.- MFS s·hare of 
production and reserves. 

No ·provision of the Wexpro Settlenient Agreement squarely addresses 
these problems. 

The Henry Unit Example 

The Henry Unit Agreement, Uinta County, Wyoming was approved by the 
U. S. Geological Survey-on April 30, 1980 and included approximately 
13,415.89 gross acres. The agreement has been designated No. 
14-08-0001-18150, and was effective the date of approval. To drill 
the initial test well called for under the provisions of the Unit 
Agreement, MFS entered a fannout agreement dated July 14, 1980 with 
Forest Oil Company ("Forest") and a pooling agreement dated July 14, 
19B0 with Forest and other companies. ·The pooling agreement pooled 
four sections around the initial test well. Such pooling was on a 
surface acre undivided basis. MFS's interest within the four 
sections was 21.16111%. MFS viewed the initial test well as an 
extremely high risk venture. Therefore, MFS farmed-out to Forest. 
Forest earned one-half of MFS's interest within the four section 
pooled area by paying all MFS's share of cost in that well. MFS 
retained a small overriding royalty interest in the initial test well 
until Forest had recovered its costs of drilling, completing, equip
ping and operating the initial test well. On October 7, 1980, the 
initial test well, Henry Unit No. 1, was completed as a gas well in 
the Dakota formation. The Henry Unit Well No.l is not shown as a 
prior company well in the schedules to the Wexpro Settlement 
Agreement. Wexpro proposes to deem it so for·purposes of the partic
ipating area expansion. 

On October 5, 1981, the USGS approved an initial Dakota Participating 
11 A11Area embracing 637 .81 acres based upon the completion of the 

Henry Unit Well No. l. In April, 1982 the Un1t Well No, 1 had 
reached its payout with Forest and MFS 1 s retained o~erriding royalty 
int~r~~t wA~ rnnvPrT~~ tn A 1n ;Ro~ht nrnss workina interest. 

http:13,415.89
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The Henry Unit Well Nos. 2 and 3 were drilled as dry holes. The Unit 
Well No. 4A was completed as a gas condensate well from the Dakota 
formation in March 1982. On September 9, 1982, the MMS (formerly 
USGS) approved the first revision of the Dakota Participating Area 
"A", enlarging the participating area from 637 .81 acres to 1429.38 
acres based upon completion of Unit Well No. 4A.- MFS's interest in 
the first revised participating area was decreased from 10.8056% to 
4.7210% gross working interest {also called a 11 participating inter
est" under the pooling agreement). 

As a result of the first revision and under the Wexpro proposal 
herein, MFS would change from a 10.8056% interest in only the Henry 
Unit Well No. 1 to a 4.7210% interest in both ·the No. 1 and 4A wells. 
Depending on whether one or the other welT'"is a ·larger pcoducer at 
any given period of time, the dollar receipts by MFS from both wells 
in the Henry Unit could increase or decrease as compared with MFS 1 s 
share in only the Henry Unit No. 1 Well. Wexpro's proposal would 
result in t~e same accounting treatment in all similar federal unit 
or pooled area situations without regard to the benefits attributable 
to MFS or Wexpro or third parties. 

WEXPRO PROPOSED SOLUTION: 

To properly account between Mountain Fuel and Wexpro and solel,y ·for 
allocation of investment adjustments (whether debits or credits) and 
for allocation of oil, natural gas liquids and natural gas ·from 
drilling which results in expanding any participating area~ for 
royalty purposes or in expanding pooled areas (or similar expansion 
of multiparty individual ownership areas--each. of which originally 
qualifies as a development drilling area under ·the Wexpro Settlement 
Agreement) after July 31, 1981, then as between the Company and 
Wexpro/Celsius: 

1. 	 The 101/105 and transferred leaseholds within the participating 
area or pooled for similar area) as it existed on July 31, 1981 
shall be considered as "Company leaseholds" and the 101/105 or 
transferred leaseholds outside of such areas shall be owned by 
Wexpro or Celsius as provided in the Wexpro Settlement 
Agreement. 

2. 	 Wexpro will fund or cause to be funded all capital investment 
additions and debit investment adjustments on such 11 company 
leaseholds" required by such expansion and earn the base rate of 
return (r) plus the applicable risk premium of 8% for gas and 5% 
for oil wells. 

3. 	 Credit investment adjustments attributable to pre-July 31, 1981 
capitalization and Post-July 31, 1981 Facilities and Development 
Gas or Oil Drilling will be paid to Wexpro. 

4. 	 As far as the Unit Operator is concerned, the allocation of 
production to MFS/Wexpro is consistent with allocations to other 
interest owners. After this allocation is made. an in-house 
division of revenues between Wexpro and Mountain Fuel occurs in 
compliance with the Wexpro Settlement Agreement 

This 	would result in the same fair treatment of production allocation 
as if Exxon or some independent producer owned an interest in the· 
prior Company well or prior Wexpro well. Stated another way, 
Wexpro 1 s proposal in this situation would follow standard industry 
practice and treat Mountain Fuel's interest in a prior Company or 
prior Wexpro well the same as independent third parties. The only 
difference would be the amount Wexpro could earn under the Wexpro 
Agreement on investment adjustments. 
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) Exhibit. I 
645. l.2A 

Excerpted from: Mineral Leasing Act of 1920 {As Amended) 

Section 17. 

"(j) For the purp-ose of more properly conserving the natural· 
resources of any oil or gas pool, field, or like area, or any part 
thereof {whether or not any part of said oil or gas pool, field, or 
like area, is then subject to any cooperative or unit plan of 
development or operation), lessees thereof and their representatives 
may unite with each other, or jointly or separately with others, in 
collectively ~dopting and operating under a cooperative or unit plan 
of development or· operation of such, pool, field, or 1ike area, or 
any part thereof, whenever determined and certified by the Secretary. 
of the Interior to be necessary or advisable in the public interest. 
The Secretary is thereunto authorized, in his discretion, with the 
consent .of the holders of leases involved, to establish, .alter, change, 
or revoke drilling, producing, rental, minimum royalty, and royalty 
requirements of such leases and to make such regulations with reference 
to such leases, with like consent on the part.of the.lessees, in 
connection with the institution and operation of any such cooperative 
or unit plan as he may deem necessary or proper to secure the proper. 
protection of the public interest. The Secretary may provide that 
oil and gas leases hereafter issued under this Act shall contain a 
provision requiring the lessee to operate under such a reasonable 
cooperative or unit plan, and he may prescribe such a plan under which 
such lessee shall operate, which shall adequately protect the rights 
of all parties in interest, including the United States. · 

"Any pl an authorized by the.preceding paragraph which includes 
lands. owned by the United States may, in the discretion of the 
Secretary, contain a provision whereby authority is vested in the 
Secretary of the Interior, or any such person, committee, or State or 
Federal officer or agency as may be designated in the plan, to alter 
or'·fnodify from time to time the rate of prospecting and development 
and·the quantity and rat~ of production under such plan. All leases 
operated under any such·'plan approved or prescribed by the Secretary 
shall be excepted.-in determining holdings or control under the 
provisions of any section of this Act. 

"Any lease issued for a tenn of twenty years, or any renewal 
thereof, or any portion of such lease that has become the subject of 
a cooperative or unit plan of development or operation of a pool, 
field, or like area, which plan has the approval of the Secretary of 
the Interior, shall continue in force until the termination of such 
plan. Any other lease issued under any section of this Act which has 
heretofore or may hereafter be committed to any such plan that contains 
a general provision for allocation of oil or gas shall continue in 
force and effect as to the land committed so long as the lease remains 
subject to the plan: Provided, That production is had in paying 

2-26-76 (R~l~ase No. 29) -38
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quantities under·the plan prior to the expiration date of the·tenn 
of such lease. Any lease heretofore or hereafter committed to any 
such plan embracing lands that are in part within and in part outside 
of the area covered by any such plan shall be segregated into 
separate leases as to the lands committed and the lands not com-nitted 
as of the effective date of unitization: Provided, however. That any 
such lease as to the nonunitized portion shall continue in force and 
eff-ect for the term thereof but for not less than two years from the 
date of such segregation and so long thereafter as oil or gas is 
produced in paying quantities. The minimum royalty or discovery 
renta1 under -any lease that has bec_ome. subject to any cooperatjve or 
unit plan of devefopme.nt or operation, or other plan that contains a 
g.eneral provision for allocation of oil or gas, shall be payable only 
with respect to th.e lands subject to such lease to whi.ch oil or gas. 
shall be al]ocate&·ander such plan. Any lease which shall be 
eliminated from any such approved or prescr"ibed plan, or from any
corm1unitization or drilling agreement authorized by-this ·section, and 
any lease which shall be in effect at the termin_ation of qny such 
approved or prescribed plan, or at th.e termination of any such 
corrmunitization or drilling agreement, unles_s i:-e.linquished, _shall 
continue in effoct for the original° term-thereof, but" for not less than 

__ 	 two years, and so long thereafter as oil or gas is produced.in paying 
quantities."· 

Pursuant to the Mineral Leasing Act for Acquired\ands (August 7,. 1947} 
and the regulations promulgated thereunder, acquired land may be 
leased under the same terms and conditions as are contained in the 
Mineral Leasing Act~ The regulations prescribed under the Mineral 
Leasing Laws pertaining to unitization are applicable to acq·uired 
lands. 

2-26-76 (Release No. 29) - -39
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(b) Wb~ lndian land• are Included. 
ioodificatian of the tmlt ~ will 
be required by the DMM. Awraval of an 
agreement containing Indian luida by 
the Bureau of ~ian A!fain: niu11t be 
obtained prior to 1:abml.s1ion to the 
DMM for- final ~ppraval. 

f 226,.1 .A,pproo.-al of unft ~ ..__,t. 
A w:iit agreement will be approved by 

the DMM upon a dewmi.aation that 
111ch agreement Li, neceu.uy or 
advisable In the public lnlerest ilild Ls 
for the pnrpoae of inore )XOptt)y 
can~rving natural re-sources. Such 
approval will be Incorporated in Iii 
Certifica tion-Deterrnination document 
appended to the agreement {example ln 
§ 22.5.U).. No such agreement will be 
approved unle3s: the partie.a signatory to 
the agreement hold sufficient interests: in 
I.he unit area to provide reuonably _ 
d(ectivc control of operationa. Any 
modillcetion of an approval agreement· 
will requ.in: the prior approved of the 
DMM. 

f 2.20 FVlnq of~ .an,d ~ ot 
~unterparts.. 


{a) All paper,·, inst:rumrnts. 

documents. and propoi.als rubmitted 

-.mder this part shoul_d be_filed .in the 

office .of the D:M.M" for the regioo in 

,vb.ich the unit area is situated.· 


(b) An. application for des.ignatioa of a 
proposed nait l!!l.rea and determination of 
lhe required depth or-test well shall be 
filed in dnp!icate. A like rnnnber of" 
counterparts ahould be filed of any 
geologic data and any other information 
submitted in aupport of ruch application. 

(c) Where a duly executed agreement 
.. is aubmitle~ for fin.al approval a 

minimum or four aigned ~~tcrparu 
should be Sled. The Illllllber of _ 
counterparts to be filed for· 
supplementing. modifying, en- amending 
an exi.:iting agreemenli inc~uding change 
of operator. designation of new 
operator. designalli>n of a participating 
area. and termination shall be 
prescribed by. the DMM.. 

(d) Two COUDterparts o( a 
sub•ta.ntia ting geologic report. including 
structure-contour map. cross 11ec:t:ion1, 

- and pertinent data. shell accompl!Ily 
each application for !lpprOVl!I) of a 
participating area or rrnsion thereof 
under an approved agreement. 

{e) Tiu-ee co'un'terpa.ru of an plans or 

development and operation ahaH be 

submitted for approval lUl.der an 


,;,proved egr-ee:menL 

(11 One approved countcqiart of each 


1s!rument or document anbmitted for 

dpprova! wm be re-tamed to the 

operator by the DMM or his 

representative. together wUh s.uch 


add!Uon...1-countarpart:s a. may have 
beev; fum.lsb.ed £or &ha l purpose. 

f ZM.;9-1 .Retroacttw •pproval of • 
communftlratk,n aor-ment. 

(a) Generally, no COIIllllWUtlzatioa 
agreement shall be gfvien an effective 
date taat is prioc to the date of ft.a filing 
with the Deputy Mineral, Manager 
{DMM]. Hawe?er, tinder circo:mstancea 
of good faft1t. miata:ke or error by lessee 
or opera1or. and In the absence of 
[ntervening lhird party right.. the 
effective date of a com.rnuniti.zatlon 
agreemeot ~y be fixed - firr back aa 
the d.ate of execution cl the agreement 
between the lessees or operator.. 

(b) No retroactive approval of a 
C:Olll.lilunttizatioft agreement may be 
made where the lease e:,cpired prior to 

. execatfon of the agreement. The . 
agreement need not be in a form 
re.quired for approval by the Minerals 
Management Service to qu.alify Cm: this 
equitable relief. b~t may ~ any . 
agreement between lessees or operators. 
such aa ltQ openting agrecm.cnt 
evidencin& tli1: intent of the parties "to 
combine, and having the dfect of _ . 
combiiting. tbefr leases or hi.terest:s for 
operational pnrp_o-aes. Ir-the agreement 
that combined· aucll"leasea oi interests is. 
other tbei:i .- f~afcomm._urtltiza.tion_ 
a~ement acceptableJor filing and 
approval ~s such. the DMM may require 
the partiea ta ~bmit ,uch an agreement 
in proper form. which. if submitted and 
approved. shall be deemed effective as 
of the date af the earlier agreement 
between the parties that combined their 
leases or interests. · 

§ 225..10 Booda. 
[n lieu or aepacate bonds required for 

each Feder.al lease committed to a unit 
agreement. the unit ope.-alor may furn.ish 
and maio:tai.n a..collective COil'Drate 
surety bond or • penonal bond 

_ conditioned upon_faithful performance 
-or the duties imd obligations of the 
-agreement and the terms of the Federal 
leases subject thereto. Personal bonds 
11hall be accompanied by a depo11it of 
negotiable Federal securities hi a slim 
equal at their par value to the amount of 
the bouds. and by a proper c:cu-veyance 
to the Sc:a,:t.ry of fall authority to sell 
such 11ecurities Ill ClUe of default in the 
performam:e of the obligations assumed. 
The liability under the band shell be for 
such amount u the DMM 11hall . 
determine to be 11de.quate to protect the 
intere.uu q{ the Unit.ed ~tates.., and · 
additioo.al booo rlllly be required 
whi:ncvd" docmc:d necr:s.sary. The bond 
shall be filed with the Stste Dtrectoc of 
the Bureau of Land Management having 
jurbdictioo over tbe Federal leases ln 
the uniL Evidence m.u,t b.e fw-ru.ahed to 

the DMM that nc.b bond ha1 been 
accepted by the Bureau or Land · 
Management before operations will be 
au.thorized. A f.orm of corporate ru-rely 
bond (s e-et forth inf 228.15. [n case o! 
change of unit operator. a new bond 
must ~ filed or consent of surety to 
11uch change of opera!or must be 
furnished. 

I ~11 App.ala., 

A technical and procedural review 
may be requested pw-suanl lo 30 CFR 
2Z1.az and/ar an appeal may be tak!:n 
as_provided In 30 Olt Part 290 of this 

. chapter from any order or decision 
_iasued under t1?,e regulation.a in thi, part. 

~ 2:26.12 Model onshore unit agr~rrt 
for unproven are.._, i 
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lntrodnciory Section. 
Sectkm. 1-E'.nebling hi_ end regt,.la tions. 

· Saction 2-Uoft .res.. 
Scctictn 3-;--Unttii:cd land and unrt.i7:ed 

1ub.at11DCcL 
Section 4-Untt Operator. 

. Sec:tion 5---Reslgrurtion or removal"af Unit 
OperatO'l'.· 

Section 6-Succeuor Unit Operalor. 
Section 7-AccoWlting proviaion.a a.nd unit 

opera tin,g agreemea,L _ _ . 
· Section 8-Rigbt. ~ obligalion1 cf Unit 

Operator. · · · 
• Sec&n O-Orillia:g lo di~c.overy. . 

·• • Section 9---Muh:ipl.e well n:quireroents.
Section 10-Pl.a.tz of further development 

and operation. 
· Section 'il--Pa.rtidpation 11ftcr dieccvery. 

Section 12-:-A.Ilocation of production. 
Section 13--Development or operation of 

nonpartidpatlng land or forma.tion.s. 
Section t+=-Royalty ,ettlernenL 
Section ls-Rental aettlemenL 
Section 16-Coiuervation. 
Section 17-Drainage. _ 
Section 16-Leaa.es and contract,· 

conformed and extended. 
Section t!J.-Co-rcn.a.nh run with land. 
Section 2tJ--Efuctive dale and term. 

·Section %1--'-R.ali! of pro6peC'ting. 
developmcnL awl pnxludion. 

Section Z2--Appe1ttan.c:es. 
Secti011 ZJ-Notlce,. 
Seciion 24--No waiv~ of certain rights. 
Section ZS-Onavoida.ble delay. 
Section ZS-Nondiaaimination. 
Section Z7-Lon or title. 
Section 28-Nonjolnder and subsequent 

Joindcr. 
Section 29-Counterpart,. 
• Section JO-..Surrender. 
"Section 31-Taxes, 
"Secti0t1 32-No p.artnenhip. 
Concluding Secticm-in witness ,.,hereof. 
Cenend Gl>idclioe,. 
Ccrtificai:zo.-Detennination. 

-• Pwnsr,pb lnclud.,d when m<>M! m,n one 
oblig.-tio<,, well I. lo be c!ri.Ued. 

• Optional Mdiona {in addltioo. ~·ph (hi or 
oection 18 ia optio.,_.q_ 

http:additioo.al
http:intere.uu
http:Sc:a,:t.ry
http:Feder.al
http:fum.lsb.ed
http:co'un'terpa.ru
http:neceu.uy


)
) 

25256 Federal Register / Vol. 47, No. 112 / Thursday, June 10. 1982 / Proposed Rules 

Umt Ag,-eameol roe- the D«volopmeol and 

Opentioo of the ' 


Unit •re• 
County or------------ 
S!ale of-------------- 

No. ------------------ 
Th.ft. agi-eement. entered inlo u of the 

--dayoC--, tG-, by and between 
the pa rtiea • ubscribing. ra tify!ng. or 
con•enling hereto. and herein re(erred to u 
the "partJea herelo,w · 

Witne.-eth 

Wbereu, tbe parties hereto &t"e the ownen 
or working. royalty, or other oil and gas 
lnteresta lo the unit area 1ubject to thls 
agreement: and 

Wbereu the Mlneral Lening Act or 
February 25. 1920. 41 Stat. 437, u amended. . 
30 U.S.C. Sec. 181 e! 1eq~ authorizes Federal 
leaseea and their repre•ents.Uves to unit with 

· 	each other, or jointly or •eparately with · 
others, in collectively adoptin.g and operating 
a unit plan of development or operations ·or 
any oil and gas: pool, field. or like s.rea, or any 
part thereof for the purpo:se-ofmore properly 
conservi'lg the natural resoun::.ea thereof 
whenever delennined and certified by the 
Secnlary or the Interior to be necessary or 
advisable in the public lnt.;re,:at; and 

Whereas the parties.hereto hold sufficient 
Interests in the----- Unit Area 
covering the land hereinafter desaibed io 
give reas~nably effecti.ve control of 
o~rations therein; and . 

Whereas, it .is the purpose of the parties 
he~lo to conserve natural re1ciurces; prevent 
waste, and aecure olher benefit,, obtainable 
through ~evelopment and operation of the 
area 1ubject lo. thia agn=emenl under the · 
lenns'. concliUons. arid limitations herein set 
forth: . - . 

Now, therefor.e. in consideration or the 
premises and the promises herein contain.ed, 
the parties hereto commit to this 11greement 
their respective interest& in·the below
defined unit area. and agree oeverally among 
themulves as follows; , 

1. Enabling Ac! and regu.lations. The · · 
Mineral Lea,ing Act oC fel:iruary 25. 1920, aa 
amended. aupra. and all valid pertinent 
regulalions including oper;Hing and uni! plan 
regulations, heretofore issued thereunder or 
valid, pertineril. and n:"aaonable regu)atlons 
hereafter iuued thereunder a.re accepted and 
made a part of thi1 ag:reemenl H to Federal 
lands. provided ,uch regulation• e.re not 
lnconaistenl with the tenna of lhb 'agreement: 
and aa to non-Federal lands. the oil and gaa 
operating regulations in efi'ect u of the 
eITeetive date hereof govemin.11 drilling and 
producing operations, not Jnconaialent wilh 
lhe lerms hereof or the laws of the State In 
which the non-federal land is located, are 
hereby accepted and made a part of this 
agreemenL 

z. Unil ar!?a, The area specified on the map 
attached herein marked Exhibit A is hereby 
designated and recognized as constituting the 
unit area, containing-- acrea. more or leas. 

Exhibic A 1hows. in addilion to the 
':>oundary of the uni! area, the boundaries and 
:lentilY, or tracl~ and leasea in 1aid area lo 


.he exlenl known to the Unit Opentor. 

Exhibil B alt.ached hereto ha schedule 


ahowins lo the extent known to the Unit 
Operator. the aa-eagc. pe:rcellt•ge. and kind 
of ownenhlp of ell and gaa i.nteresl• ln •II 
land• In the unit area. However. nothing 
herein Of' In Exhlblta A or B aball be · 
con1trued u a representation by any party 
hereto u to the ownenhfp of any lntere1t 
other than ,uch lntere•t or lntere•l• u are 
1hown In the Exhlb1t1 •• owned by auch 
party. Exhibit• A and B ahall be revl1ed by 
the Unit Opcca.lor whenever change• ln the 
unit area or In the ovmenhJp interest o( the 
individual tracta render auch revision 
neceaaary. or when reque1ted by the Deputy 
Mineral, Mans.ger--Oil and Cu,1 hereinafter 
r,:fen-ed to a• MOM}..{.- uul not le•• than four 
cople• of the revbed 'Exhl.bit. ,hall be fl.led 
with the DMM. 

The above-desaibed unit area •hall when 
practicable be expanded to Include therein 
any additions.I land• or shall be contracted to 
exclude land• whenever 1uch exp,malon or 
contraction I• deemed lo be neceu.ary or 
advisable to confonn with the purposes of 
this agreement.· Such expansion or 
contraction ,hall be effected in the following 
manner: 

{a) Unit Operator, on Its own motion_(after 
preli.minary conCU1Tence by the DMMJ. or on 
demand of the OM},,(, ahall prep!!,re a notice 
of proposed expansion or contraction . 
desaibing the contemplated i:bange·s in the 
boundaries of the unit area, the reasons 
therefore, any ?Jans for additional drilling. 
and lhe proposed effective date of the 
expansion or contraction. preferably the fU'St 
day-of a monlh subsequent to the date-of 
notice. · · 

{bJ Said notice 1ball be delivered to the 
DMM. and copies thereof mia led lo the last ' 

· . -known address of each working interest 
'owner, lessee, and lessor whose interests are 
affected. advising that 30 days wiU be 
allowed for submission to the Unit Operator 
of any objections. 

. (c) Upon expiration of the JO.day period 
provided in the preceding item {b) hereo!, 
Unit Operator shall file with the D!-,!M 
evidence of mailing of the notice or . 
expanlion or contr11cti~n and a copy of any 
objections thereto wb.ich have been filed with 
Unil Operalot.·togelher with 11n application in 
triplica le, forapproval of auch exparuion or 
contraction and with appropriate joinders. 

(d} Alt.er due consideration·of all pertinent 
infonnaUon. the expansion or contraction 
1ha1L upon approval by the DMM. become 
effective as of the date presaibed In the 
notice the=f or such other appropriate date. 

[e) All legal 1ubdivi1ions of land• (i.e.. 40 
acre, by Government survey or ita nearest lot 
or tract equivalen_t: in !n1ts.nce1 of irregular 
1ur;,eys. unus;ually large lets or tracta 1haU be 
considered in multiple; or 40 acrea or the 
nearest aliquot equivalent thereof). no parta 
of which are in or entilled to be in 11 

participa ling area on or befor.e the fifth 
aMivenary of I.he effective date of the finl 
inilial participating uea established under 
this unit agreement. ,hall be eliminated 
automatically from thi• agreement. effective 
u of .aid fifth ann.ivenacy, and 1uch lands 

1 In thoe Eutcm Region and the Al uh Rqion. the 
reoponolblc offidal i. the Deputy Mincr•lo 
Mana.ger-Onoboro Minero!~. _ 

ahall no longer be • part of lhe unil area and 
ahaU no longer be 111bjecl lo thi, agreement. 
unleu diligent drilling operation! are fn 
progre.. oa unitized landa not entitled to 
partJdpaUon on ·..1d fifth anniversary. In 
which event all ouch lands ,hall remain 
aubfed hes-etc for ao long !IS 1uch drilling 
opentlons are continued diligently, with not 
more than 90-daya time.elapsing between the 
c:omple·tloo of one 1uch w~ll and the 
commencement of the next such well. All 
legal ,ubdivlslons of lands not entided to be 
In a participating area wilhin 10 years after 
the eff'ecHve date of the fil"'!II initial 
ps.rtidpating are11 approved under thia 
agreement ahaU be automalically eliminated 
from thi• Bgt,!ement 81 or 111Jd tenth 
a.nn.iversary. lbe Unit Operator ,hall. within 

i
l· 

00 ds.ya after the effective dale of any 
elimination hereunder, ducribe Jhe -are11 10 

eliminated. lo the aaliafaction of the DM!1,{ 
and promptly notify all parties in inlerest. All 
landa p"!)v.ed productive of unilized 
•ubatance, in paying quantities by diligent 
drilling opez:at~on•. dter the aforesaid 5--year . · 
period ,hall become participaling in the ume 
manner as during aaid first S-ye11r period. 
However, when such diligent drilling . 
operation• cease, all nonparticipatjng Ian~\ 
,hall be automs.ticallyeliminated effec:live·as 
the 91st day l.her,eafler. 

Any expansion or the unit area pursuant to 
this aecUon which embraces lands · 
theretofore eliminated pun,uant to !his 
1ubsectio.n 2(eJ ahaU not be considered 
automatic commitment or recommitment of 
such lands•• 

J. Unitized land and unitized aubstances. 
All land now or hereafter commilled to this 
agreement 1hall constitute-land referred to 
herein as "unitized land~ or '"land subject to 
tlus agreemenLwAll oil and gas in any and all 
fonnafions of the unitized land are unitized 
under !he lerms or thfo agTeement and herein 
are called Munitized substances." 

4. Unit Operalor. · is hereby 
designated es Unit Operator and_by Jignature 
hereto u Unit Operator agrees and consents 
to accept the duties and obligations of Unit 
Operator for the discovesy, development. and 
production of unitized aubstances u herein 
provided. Whenever reference is made herein 
lo lhe Un.it Operator, auch're!erenc:e means 
the Unit Operator acun, In that capacity e.nd 
not u an owner oC interest in unitized 
1ub,tana:s, and the !enn "working interest 
owner~ when wed herein -,hall include or 
refer lo Unit Operator as the owner of a . 
working Interest only when auch an inte·rest 
Is owned by IL . 

S. Resignation or removal of Uni( Opera Ior. 
Unit Operator ahall have the right to resign at 
any time prior -to I.he e!tabfighmenl' of a - - · 
participating area or areas hereunder. but 
auch resignation shall nol become effective 
ao as 10 release Unit Operalor from lhe duties 
and obligations of Unit Operalor and 
terminate Unit Operalor'a rights as such for a 
period of 6 months afler notice ofinlen tion to 
resign hu been eerved by Unit Operator on 
all working interest owners and the DMM. 
and until all wells then drilled hereunder are 
pl aced in • satisfactory c:onclition for 
,uapenaion or abandonment. whichever is 
l"equired by the DMM. unless a new Unit 
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raloc shall have been e.elecled and conducting unit operatloiu hereunder shall be Impracticable. provided, however, that Unit 

_,._,roved and ahall have taken over and paid and apportioned among an~ home by Operator ,hall no! In any event be required lo 

,uumed the dutie• and obligation• or Unit the ownef1 of won:fng lnlereab, all In drill .aid well to a depth In exce11 of-

~rator prior to the e,.;plration oC aald accordance with the agn:emr:nt or feeL Until discovery or unitized 1ubstance1 

~riod. . agreement• r:ntered Into by and betwr:en the capable of being propuced In paying · 


Unit Operator ahall ~ave the right lo resign Unit Operator and thr: owneni or working quantitle1. the Unit Operator 1hall conlinue 
In like maMer and 1ubject to like limltatlon, interests, whether one or more, 1ep1U"ately or drilling one well at a time. allowing not more 

n above provided at any time after a collectively. Any agreement or agreement. than 6 month·, between the completion or one 

rrlicipating area es!abli.shed hereunder 11 in entered hJto between the working Interest well and the commencement (•pudding] of 

t:w:istence. but in all Instances o! realgnatlon owners and the Unit Operator •• provided in 
 the next well. until a well capable of · 

or removal, until a aucceuor Unit Operatoc [s thla •ectlon. whdher one or more, are berein 
 producing wtltized substances In paying
1elected and approved Bl hereinafter referred to as the Munlt operating agreement.• quantities Is completed lo the aatisJaction of 
17rovided, the working lnte~•t ownera shall Such wilt operating agreement shall also the DMM or until ii ls reasonably proved that 
be jointly responaible for performance or the provide the manner In which the working the unitized land I• incapable of producing
dulies or Unit Operator, and •hall not later Interest owners shall be entitled lo receive :iunltiz.ed •ub1tanc.e1 In paying quantities in 
lhan 30 daya before such resignation or their re1pectlve proportionale and allocated ,.~e_ f~rmations di:llled hereunder. Nothing in 
removal becomes effective appoint a common share of the benefib securing hereto· In Cthis •ectio'n ahall be deemed to lim'it the right
asent lo represent them In any action to be conforming with their underlying operating )or the Unit Operator to resign as provided in
taken hereunder. agn:emenl.s, leue,, or other independent Section S. hereof, or as requiring Unit \ 

The re!lignation of Unit Operator shall not contracts, and auch other rights and jOperator to commence or continue any
release Unit Operator from any liability for obligations as bet-..veen Un.it Operator and the drilling during the period pending such. . · 
any default by It hereunder occurring prior to working interest ownen as ·may be agreed resignation becoming effective. in order lo
the effective dah: of it.s resignation. upon by Unii Operator and'the working comply with the requirements of this section. 

The Unit Operator may, upon default or interest owners: however. no .uch unit BThe DMM may modify the drilling failure in the perfonnance o( its duties or operating agreement shall be deemed either requirements of this section as follows: I: 
obligation• hereunder, be subject to removal to modify any of the term, and conditions of Ii(a) For the initial obligation well or wells, a· by the Hme percentage vote of the owners 0£ this unit agreement or to relieve the Unit 

single extep.aion as provided'in Section 25.working intere1ta aa herein ·provided for the · Operator of any righi or obligation · 
Unavoidable delay." may br: granted: and,election or a new Unit Operator. Such e1tabli,hed under·thia qnit agreement. and in 

(b) For all other wells, a single extension. removal shall be effective upon notice thereof ca.se·of any Inconsistency or conflict between 
not to exceed 6 months. may be granted, inlo theDMM.. thia agn:ement and.the unlt open.ting 

· addition lo any extension granted under .. The resignation or removal o{ Unit agreement, this agreement ahall govern. Two 
~ction 25.. ,Operator under thia agreement 1ball not copies of any unit opei:ating agreement 

'· 9a. Multiple well requirements. · •inate ill right. title. or interest as the executed pursuant to this section shall be( er or working lnteretl or other Interest In filed with the DMM prior to approval of this Notwith.standing anything in this unit 
•fagreement to the contrary,.except Section z.s,:ed substances, but upon lhe resignation unit agreement. 

· Unavoidable delay, --wells shall be . 1 
.nova! of Unit Operator becoming e. Rights and obligation~ of Unit Operator• 

-drilled with not more than 6-months lime ellective. such Unit Operator shall deliver Except as otherwise specifically proviaed 
elapsing between the completion of the first po,se,aion of aU welli:, equipment. materials. herein. the exclusive right, privilege, and duty 
well and commencement-of the second welland appurten,mcea used in conducting 'the · of exercising any and all rights of the parties 
a.nd with not more than 6-month'a time unit operation• lo the new duly qualified hereto which e.re necessary or convenient for 
elapsing between completion of the second successor Unit Operator or lo the co=on prospecting for, producing. ,toting. allocating, 
weU and the commencement of the third weltagent. if no auch new Unit Operator ia and clis!rlbuliag the uo.Jtized 1ub11tance• are 
••• regat"d.les11 of whether a discovery haselected. to be used for the purpose of hereby delegated to and 1hall be exercised by 

conducting w:,lt operation, hereunder. the Unit Operator aa herein provided. been made In any well drilled under•this 
provisioo. Both the initial well and theNothing herein ahall be construed aa Acceptable evidence oC titlr: lo said rights 
second well must be drilled in complianceauthorizing removal of any material. ,hall be depo1lted with said Ucit Operator •r .v.;-th the above specified formation or depth 


preservation of any wells. .' '.'· requirements in order the meet the diclates or 

equipment. and appurtenances ~eded for the and. logethet with this agreement 11hall 

constitute an.d.defme the rights. privileges, 'I: 

fl. Successor Unit Operator. Whenever the and obligations of Un!! Operator. Nothing th.ii sectio'n; and the sr:cond ·well must be .i, 

Unit Operator ,ball tender hie nf its herein. however. sbii.11 be construed to located a minimum of --miles from the C 

reaignatior( u Unit _Qperator or aball lie tran1fer title lo any land or .lo ·any leaae or Initial well in order to be accepted by ilie 
removed as hereinabove provided. or a opera.~ agreement. It being understood that DMM aa the second unit test well, within the '1<. 

change of Unit Open.tor is negotiated by under lhi• agreement the Unit Oper11tor, In its meaning of this section. The third teat-well ?I 

working Interest owners. the owners of the capacity at Un.it Operator, 1hall exerdse the shall be dil~ently drilled, al a location· · l: 
nworking interests according to their rfghu of pouesaloo and use vested In the approved by the Dt.iM. to penetrate the 

respective a.'a-eage lntere1tii !.n all wtltiz:ed partie• hereto only for the purpoaes herein ---fon:nation· or lo a depth o(--foet 0 

aland ,hall. p11r1uanl lo the Approval ol specified. and must be located a minimum of-- miles 
Parties requirement• of tbr: unit operating 9. Drilling to dlscovery. Within ll month,· · from either the ln.ltlal or ,econd test well C 

agreement. select II succeuor Unit Operator. after the effectivr: date hereof. the Unit Nevertheless, in the event of the discovery of
Such selection ahall not become effective Operator ,hall.begin to drill an adequate te~t unitized sub,tances In paying quantities by 
until: well Bl a )ocatlon approved by the DMM. any well. the unit agreement ahall not r 

(a) a Unit Operator so selected shall accept unless on such effective date a well is being terminate for failure to comp le le the -- 
in writing the duliea and responaibilitiea or , drilled in con!on:nity with the lenns hereof. well program. but the unit area ihall be .,
Unit Operator, and and° thereafter continue 5uch drilling contracted automatically, effective the first 

(bl the selection shall have been approved diligently until the -- formation has been day of the month following the default. to 

by the DMM. penetrated or until at a leuer depth unitized eliminate by subdivisions (as defiJJed in 


Tf no succeuor Unit Operator ia selected 1ubs!ance11hall be discovered which can be Section 2(e) hereof) all lands not then entitled 

qualified u herein provided, the DMM at • produced in paying quanlitie1 (to wit: to participation." 

leclion may declare thia un.il agreement quantiliea aufficient lo repay the cosl.s or Upon failure to commence any well a, 

,ated. drilling, completing, and producing pro";ded for in this (lhe11e) ,ection(s) within

I j
.ccounling provisions and unit operating', operalion1, with a reuonable profit) or 1hr: the time allowed, prior to the establishment 

hagreemenl. Uthe Unit Operator la not ilie aole Unit Operator ehall at any time establish to 
Cowner of working inlereats. coata and the ntisfaction of the DMM that further ""Ptvvi•ior, I• ir,duded when in~ltlple well• are lo ~.expensea incUITed by Unit Operator in drilling or said well would be unwarranled or be driU .. d. . . 
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( of• p•rtlcipe Ling •re... ~IMWII UIJ' 
eitleralon o( time grvil.ed bf 1h. BMM. lhla 
agreement wW automalk.ally len:alnala. Upoa 
failure lo continue drllllne d.UJs-tly -.y well 
commenced. hereunder. !he DMM may. Iller 
15-daya notice to Lb,: Unit Opentc.r. declare 
thi• u.nil •grecme.crt teOClkaaled. Tiie partlu to 
thi• •gr-eemem m.ay J1ot lnllia'41 a roqueat lo 
voluntarily lerounate dwing the fin.I yearol 
It• term unlesa al kaat one obligation well 
ha• beea drilled In aa:ordanc.e wflh the 
proviaiom ol th!a (tl.es.e) 1ection{a)..• 

la. Plan oC further de".elopment Lt1d 
operatioa. With.in 8 mcmtla alter com.pt.lion 
or a well capable of producing unitized 
suba.tancca in payiug qua.ntitics. the Unit • 
Openlor aball •ub.-iit !or the approval of tbe 
DMM an acceptable plan of development lllld 
operation for the wutized land which. when 
approved by the DMM. ahaU constitute the 
fwther drilling and developmenl obllgation.a 
o( the Unit OperatOl" under thi1 agreement for ·_ 
the period specified therein. Thereafter, from · 
time to time befor-c the •xpiratlon o! any 
existing pla.n. tbe Unit C)pi!nitoT ahall oubmlt 
for the approval of the D1'.fM a plan for an 
addillonal apedfied ~ad for the 
development and operation and subsequent 
plan:i ahould oonnally be filed on a calender 
year baa!• not later than Mardi l·each year. 
Any proposed modification or 11ddition to the 
exi,ting.plan should be fikd as a a-applcmcnt 
to the plan. 

Any plan irubrnlttcd p-anuant to this 
section ihaU provide for the timely

( e;r;ploration ofthc-im!tized area, and for the 
diligent drilling ne=nary for determination 
of the area al areaa O!.pablc of producing 

· Wlltizcd 1ub3t11ncet1 In p.11ying quantitiea 1n 
each and every productive formation. ah..U be 
a-s complete and adeqU-11te u the DMM may 
determine to be necessary fdr timely · 
developincnt and prop-er 00'!l•cl"Vatlon or the 
oil and gu l'C'IIOU."'Cell of the amtized area and 
ahaU: 

(a) Specify the num~ and location• of any 
wdla- to be drilled and the proposed ord11r 
and lime for aoc.h drilling: and 

(bl Provide II IUl:amff)' of opentliOWI and 
, producilon for the pc-cvfotia yur. 
· Plan, shall be modified or supplei:nenled 
when n.ccess.ary lo meet clianged condition• 
or to protect the Inter-eat. ol all partiea to tlw 
agreement. Reuonable dilig.imce 11:aaU be 
exercised ta CODIpl~ wfth Ike oblig a tiGnJi 
of the spprand plan or dndopment a.nd 
opeulion. The DMN b airihorimd ta grant a 
reuonable extension of the 3-moutla pciriod 
herein prescibed f~ subm!olon of an initial 
plan of development '!,-lld operation where 
auch ection ia jtUtificd becauae af 1U1u.u.l · 
condition. or ciraunat.a.Doc•. 

After coinpletfoo of a ,-ell capa.ble of 
producing unitized aubatance1 in paying 
quantities. no ~er weUa. except auch .:. 
may be neceu.ary. to •fford pr-otectioa .-gauut 
operation• not lllldc.r th.i.a a.g.rcement and auch 
H r:nsy be 1pecifically approved by the DMM. 
shall be drilled except in accordance with an 
approl'ed plan of de.-elopmenl aod operation. 

11. Participation an.er di•covery. Upon 
con,pl,:tion of a well capable a! producing 

_ 'U lll)lliplr wdl proviaioa (IJa);. DOI Included, 
thio P• rograpl\ •holl be !he lul p.orag:rapb ar Section 
'1. 

.;. 

wutiJ:ed Sllbata=ea In pay{ag qu.a.ntit.iea. or 
.. IOOD tbcr9e!w •• requited by the n,.o,.{. 
the Unit Operator ahall aub.oit for approval 
by the DMM • 1cbedule. baaed DQ 

1ubdlvlaioca o! the public-land •urvey or 
aUquot pans thereol of all Lu1d then 
t11saz,:l.ed aa reuonably proved lo be 
productive of w::t.ltiud a.ub.t&llcu En paying 
quantilie._ Thuc Landa .b«n conatHute a 
part!dpatiog area on approval o{ Iha DMM. 
effective u cf the date of completioo a( iuch 
wall or the aifectlve dale of lhia u.nlt 
agrc-ellll!Dt. wbk:w=vcr la later. The •c,,.a.ge•
al bot.b Federal a.od nou.-Federa.l la.nd, ab.all 
be bued upon •ppropri.ale =putationa 
fr-om the couraea ll..lld cli•lance• sbowu on the 
laot approved publlo-la.nd nirvey aa of the 
effectlve date of each lnitial partidpating 
area. The a.cbedule ahall ilio 1et forth the 
p,en:::enlage of unitiud r.ub•l.ll.llCC9 to be 
allocated,. u provided In Section 12, to e.ach 
Ind in the participating area 10 eetab!Isbed. 
and 1ball govern the a.llocation of production 
commencing with the effective date o( the 
p artic:ip ating are•· A different pa.rtidpa ti.o.g 
arc,a 1b.all be eatabluhed !or each 1epar11te 
pool or dcpoait of wuti:r.ad aubstai:rce• or !or 
llIIY group thcreor wruch is produced as a 
afn&le pool or .i:occ., and a.ny two or more. 

. partfc:ipating areas •o eatabliahed may be 
combined Into one, on approval of the DMN. 
When productioe from two or mor-e 
participating an:as b sub&equently found to 
be froin a ~on pool or depasit. the 

• participating area& ,ha.II be combioecfl.cto' 
ooe, effective-11 or such appropriate date as 
may be approved or preaaibed by Che DMM. 
The pilrtidpating area or areas so eatablisbed 
shall be reviaed fr-om time ta time. aubject to 
the approval o! the DMM. to include 
1.dditional lands then regarded aa reasonably 

· proved ·lo be productive of unlti.i:ed 
1ub1tances In paying quantitiel' ar which are 
nere111ary for unit openation-. or to exclude 
land then regarded aa reaaonably proved cot 
to be productive ofunitir:ed 11ub8laDce11 In 
paying qnanlitiea. and the schedule of 
a.llocaUOQ percent.age, aball be revis.ed 
accordingly. The effective date or any 
revialon abail be the finl of the month i.a 
which the bowle<ige or lafonn.ation ia · · 
obtained on y.,bich aocb revision ia 
predicate1t'~rovided., however, that a more 
appropriate effectivn dal.e may be used if . 
Jualified by Unit Operatar and approved by 
the DMM. N.o land be excluded from a 
pa.rt:idpatiJlg area OD account of depletion of . 
lta l!Il.lti.i:ed 1ubahmces. except that any · 
pa.rtidpating llrl!a eatabliahed under the 
provision• oC !bu unft ~ment ,ha_ll 
!er.min.ate au!DmaUcally whenever all 
complatioaa in lhe formation on wruch the 
partidp.at.lng area I• based are abandoned. 

It Li the inlent or !his ,ection that a 
partkipating &rea-shall represent the area 
lcnown orrcaaonably e,timaled.lo be 
productive In-paying quantltLea: but, 
regardleu of any revision of Iha participating 
area. nothlng herein contained 1ball be 
con1tn1ed aa requiring llIIY retro-rlctive 
adjustment for production obtained prior to 
the effective date oC the revision of the 
participating area, · 

In lh11 ab•ence of llgl'eement at aay lime 

between the Unit Operalo• a.nd the D1,0.t u 

tq_ the proper ddtnitfon or redet\nltlon or a 


partfdpatlng area, or until • participating 
ar-ca h .... or area, have. bee11 eatabllabed_ the 
portion of all paym.enta affected thereby 
•hall except ruyaJty due the UnJted Ststes. 
be Impounded In • manner mutually 
acceptable to the owneu of com.m.ltted 
wori:fng lnl.el'C11-. Royaltie• due the United 
Stale• ahal! be detuwned by the DMM and 
the aIJ>OWll !hereof al.all be depoiited,. ·as 
~ed by ~e DMM. until • partidpaun.g 

. ~ f• flll.l.l.ly a.pproved and then adjutted [n 
accordance with• detenninalion of the awn 
due•• Federal royally on the baait aC ,uch 
approved pafUdp,11.ing are•. 

Wlwmevcr fr la determ1ned. ,object ta the 
approval o( the DMM. that a well drilled 
w:i.dcT tlw -sree,ment Ia not capl!ble of 
prodadlon ln paying qoantitiea 11nd lncluaioo 
of the land on wh.icb it 11 1itualed in a 
participating atea ia unwarranted. production 
from inch well .t..e.n. for the purposes or 
aettlcmcnt amarq all partie• other than , . 
working intc.test. ownen, ~ allocaled to tht 
land oo. which the well ia located...unless ...ch 
land ia alrca~y with.in the participating area 
ell!abliahed for the pool or depoait from 
whlch such pn:,dncticn ia obtained. 
Scitlcmmt for won:ing mteresi benefits from 
auch a nonpaying unit well. ah-'IU be made as 
proYided In th~ lll1.it opaating agnemenL \ I 

12. Alloca lioo o! production. All unitized 
aubatance1 produced from. each parlicip.i.ting 
area HtabUshed u.ndm:- this .agreement. 
except any part thereof uaed in confonnlty 
with good open.ting pnicticca within the 
unitized a.rea !~ dri.lling. openling. and other 
production-OT devel1tpment purposes, for 
reprenuring or recycling In accordance with 
a pill.II. of developmenl a.Dd operationa fw.it 

..appr-oved by the DMM. or unavold~bly !pat. 
ahall be deemed to be produced equally on 
11.ll llcn:age b.a.J. &om the several tracts or 
unitized land o( the participating area 
established for 111ch production. For the 
purpo1e oldetermhiing any benefit• accruing 
under th.ii egreement. each auch tract of 
Wtitf.i:ed land 1hall haV'C allocated to it IKICh 
pcr;:enlqe or Hid productiol'! as the r,rnmber 
of aaes of such tract included-in 1aid 
partidpatin:g area bears to the total aaes or 
uni!lled land In aa!d puticipating Brea, 
except the! alloation ofprodoction 
hereunder for purposes other than for 
11ettlemenl of the royalty, overriding royalty. 
or paymCDl out or production obligaUons of 
the t11ap,ecti.-e Ytorldng lll!erest owna,, ahaU 
be on the· b11.1it prescribed In the unit 
operating agreement whether In confonnlty 
with the baals of allocation herein aet forth or: 
otherwfae. It la hereby agreed·that production 
of unitized substances from a participating 
area •hall be allocated u provided herein 
regardless of w!iether any wells •re drilled 
on any perticular part or tract or the 
participating area. II any ga• produced from 
one participating area la m1ed for 
repreuuring or recycling purposes In another 
participating area. the fint gas withdrawn 
from the latter p•rticipating area for sBle 
during the lire of thla agreement. shall be 
c.oru;idered- lo be the gaa so transfem:d. until 
an amount equal to that tran1rerred shall be 
.., produced for ,ale and 1uch gu ,hall be 
allocated to the pa'rtidpat!n.g area. from which 

. inltially produced as auch area was defined 
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·11 the time Iha I 1uc:h tra.rufsrrcd go la finally 
-oduced and 1old. 
Jl. Developml!:1'1-l or operation of 

oonpartldpaling land or formation&. Any . 
party hereto ownln,g or controlling the 
working Inter-eat In any unltiz.ed land having 
tbenon • regular: wcll loc.atlon may with the 
approval or the DMM. at 1uc:h party"• •Die 
risk. co,ta, aad·cxpenae, drill a well to teat 
.any Cormalion provided the well 11 outalde 
any partldpaUng area eatablisbed for the 
formation. un.leaiwith.m llO day, olrecdpt o! 
notice from .aid party of hi• Intention to drl.1.1 
the well. the Un.It Operator elects and 
commence, to drill the well In II like ma..rmer 
u other welb a"' dri!Jed by the Unit 
Operator under th.la agreemenl 

If any well drilled undi::r thla 1ection by • 
working Interest owner n::.1ult1 in ix-oduc!Jon 
,uch that the land upon which It la ,ituated 
may properly be Included In a participating 
aria, ,uc:h participating area ,hall be 
establ.i.sbed or enlarged aa provided In thla 
agreement and the well ,hall thereafter be 
op~nted by the_ Uni! Operalor ln accordance 
with the terms of thi• agreement an4 the unit 
opereting agreemenl. _ 

If any well drilled under this aectimi by 11 

working interest owner that obtains 
production In quantities ln.1ufficient to justify 
the lnclusion of the land upon which aucb 

· we!J !a 1i~ated in II partidpating area, 11uch. 
we!J may be operated and produced by the ·. 
party drilling the ume, subject to the 
ronservation n:quir-ernenta or this agreement 

,e royalties in amount or value of
( ·duction from any auch well:11haU be paid 

J>ecified In the Wtderlyinglease and 
. _,, eementa affected. 

U. Royalty settlement The United States 
and any Stale and any royalty owner who la 
entitled to take in lci.nd a aha.re of the 
substances now unitized hereunder shall 
hereafter he entitled to the right to take in 
kind its ,bare of the unitized aubstances, and 
Uflil Operator. or the worlc.i.ng Interest owner 
in case-of the operation of a well by a 
working interest owner u hen'!ln provided 
for in special case~. shall make deliveries of 
such royally aha.re taken in ~d·~. 
confonnity with the applicable contracts. 
laws. and regu.laliona; Settlemenfforroyalty 
interesl not taken in kind aball be made by 
·working interest owners n'!apon•ible therefor 
under existing contracts, laws and 
regulations, or by the Unit Operator on or . 
before· the last day or each month for unitized 
substances produced-during the preceding 
calendar month: provided. however. that 
nothing in thi.1 1ection 1hall operate lo relieve 
the lessees or any land froai:their respective 
lease obligation• for the payment (!f'llny 
royalties due under their leases: ' 

I! gas obtained Crom lands not subject to 
this agreement ia·introduced intd any 

·participa ling area hereunder. for use In: 
rcpres.suring. atimula tion of production. or 
increasing ultimate recovery, i.n confonnity 
with a plan of development and operation 
"">oroved by the m.fM. II like emo11ril of gas. 

r setllement ae herein provided for any 
•ransfen;ed from 	any other particip8'tin.g 

ind with appropriate deduction for lou 
. any cause, may be withdrawn from the 

fonnation into which the gu I• Introduced. 
royalty free ... lo dry gaa, but not .. to any 

product. which may be extracted therefrom; 
provided that ,ucb withdrawal ,hall be al 
,ucb time III may be provided I.a tha 
approved. plan ordevelopment aod operaUOll 
or u m.11y otherwbe be con,enled to by the 
DMM: u coo!orm!ng lo good petroleum 
engineering practice; and provided further. 
that 1uc:h right of withdrawal apaH terminate 
on the termination of this unit agreemenl 

Royalty due the Unlled Stat.ea 1hall be 
computed aa provided ln JOOR Pa.rt Z21 and 
paid In value or delivered ln le.Ind a.a to all 
unitued ,uhatance, on the baal1 of the 
amounts thereof allocated to umtw,d Federal 
land II provided In Section 12 at the rttle• 
apecified i.D the respeclive Federal lea•e•. or 
at 1ucb other rate or rate• u may be 

· authorized by law or regulation and approved 
by the DMM: provided. that for leue. on 
wh.ich the royally rate depend. on the daily 
averag~ production per welL aald average 
production ahall be determined in accor-dam:e 
with the operating regu.latio11J1 u though each 
participating an":a were a single conaolidated 
lease. 

1S. Rental setllemenl. Rental or minimum 
royaltie• due on lease, committed hereto 
ahall be paid by appropriate-working lnt¢rest 
ownen under ex.i1ting coo.tracts. law1. and 
regulations, provided thllt nothing herein 
conlained shall o~rate to relieve the lessees 
of any land from their respective lease 
obligation• for thi, payml!nt of any rental or 
minimum royalty due,tmder their leases. _ 
Rental or minimum royalty for lands of the 
United Sta tea subject lo this agreement aha.II 
be paid at the rate specified jn the respective 
leases from the United Statl!s unless such 

.rental or mlnlmum r-oya lty is waived. . 
suspended. or reduced by law or by approval 
of the Secretary or bis duly authorized 
representative. 

With respect to any lease on non-Federal 
land containing provisions which w:ould 
terminate auch lease unJesa drilling 
operations are COaJ!Ileoced upon the land 
covered thereby within the time therein 
specified or rentals are paid for the privilege 
of defe_ning aucb drilling operations, the 

. rentala required thereby sh;ill. 
notwiths~anding any other provision of lhi, 
agreement be deemed to accnte and become 
payable during the-leno thereof III extendl!d 
by this agreement and until the required 
drillin,toperatiom are commenced upon the 
land covereil thereby, or until some portion of· 
1uch land [1 included within II partfclpatir)3 
area. . 

1B. Conaecvation. Operations hen":under 
and production of un.iw:ed sub,tancea shall 
be conducted lo provide for I.be most 
economical and efficiet1l recovery of aaid • 
1ubstances without waste. as defined by or 
pursuant io State or Federa[ law or 
_regulation. 

17. Drainage. The Unit Operator shall take 
auch measures aa the OM},{ deems 
appropriate! and adequate lo prevent 
drainage of unitized substances from unitized 
land by wells on land not subject to this 
agreemenL 

18. Leaaea and contracts conformed and 
extended. The terms, condition•. and 
proviaion• of all lease,. ,ubleuea, and other 
contracts relating lo e:,i;ploration. drilling. 
development, or operation !or oil or g111 on 

land. committed lo lhJs agreement are hereby ,.
expressly modified and amended to the 
extent nece11ary to make the aame conform 

· to the provlslo~ hereof. but·olherwbe to 
• remain In full force and effect;_and the parties \ 

hereto hereby conaent that the Secretary 
sha.11 and by bb approval hereol or by the , ( 

approval hereof by hb duly authorized ,. 
n::preacnlatlve., doe, hereby establish. alter, ,i 

ch~nge. or revoke the drilling. producing, 
rental. minimum royalty, and royalty 

~ 

e 
requln:me."its o( Federal leuea committed t 

.hereto and the regulations In respect thereto. !l 
to conform .ald requirements lo the e 
provision• of this agreement. and. without I. 
Umiting the generality nC tha foregoing, all 
lea11es. aubleue-. and contracts are 
particularly modified in accordance with the i: 
following: II 

(a} The development and operation of (, 
landa ,ubject to. thl, agn:emenl 11nder the i:; 
term• hereor shall be deemed full e. 
performance of all obligations !or JI 
development and operation with respect lo ·- t'
each and every 1eparateiy owned·tract b 
subject to th.is .agreement, regardless of 
whether there ia any development of any • 
piuticular tract of the unlt area. · h 

"{b) Drilling and producing operations . ' 
perfornied hereunder upon any at that ti.me, 
,uch lease aha.lJ be extended for Z years, end· 
•o tract" ~f unit.u:ed lands will be accepted 
and deemed lo be performed upon and for the : . 
benefit or each and every tract or unitized ). 

l&.11d. and no lease shall be deemed lo expire • g 
by reason offailure to drill or.produce wells II 
situated on the land therein embraced. -~ 

(c) Suspension of drilling or producing II 
operations on all unitized lan&1 pursuant to _ C 
direction or consent or the DMM shall be r. 
deemed to constitute such suspension ,. 
pursuant to such direction or .consent as to i. 

· each &.11d every tract or unitized land. A .:I 
suspension of drilling or producing operations ll 

.1.im.ited to specified lands shall be applicable . ~ 
only to ,uch lands. 	 8 

(d) Each lease. sublease, or cont~act -c 
relating to the exploration. drilling, II 
development, or operation for oil or gas or 
lands other than those of the United States 
committed to this agreement" which, by hs 

.. terms might expire prior to the termination of ~ 
this agreement. is hereby extended beyond I< 
any auch term so provid!!d therein so that it Ii 

· shall be continued in full force and effect for I< 
and during the term of this agreement. 	 I 

(e} Any Federal lease committed hereto '.h 
shall continue in force beyond the term so n 
provided therein or by law ·as to the land t
committed so long as such lease remains n 

· subject hereto, provided that production is p 
bad in paying quantilies under thl s unit 
agreement prior to the expiration date of the " a 
term 0£ &uch lease, or in the event actual I:, 
diilling operations ai-e commenced ·o·n I? 
wutized land. in accordance with ihe 
provisions of this agreement, prior to the end 8 
of the primary term or &uch lease and are 
being diligently prosecuted long thereafter as n 
oil or gu i• producad in paying quantities in I. 
accordance with the provisions of the 
Mineral Le11sing Act. as amended. 

(f} Eacluubleue or contract relating to the. g 
operation and development of unitized . "( 

aubstances from land!f of the United States 
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commlned to thu a.grecmllDt, whlch by It• 
term• would expire prtor lo the time at which 
the under!~ leue, H exteuded by the 
ln)mediately prea:dl.ng p«ngnpb. will expino 
Is hereby extended beyond any auch lerm TI> 

provided thcn:ln •o that It abaD be oontlnued 
in rull force and effect for and du.ring the term 
of the unde:iying_leue H ,uch kTm la henlu 
exlended. 

[gl The &egl"egaUoo of any Federal lene 
c;ommilled ta thl• agre,,,mcn~ la governed by 
the foUoWU13 provi•ion In I.he fourth 
parsgr-aph of o,ec. 17(Jl of th.. Miaer-.1 Le:uing 
Act. u amended by t!M. A.ct uC 5'=pt.,,mber :z. 
1960 (7f StaL 781-784) (30 US.C. %2e{JJ): 

Any [Federal) leaae ben:tofo.-e or ben:a{tcr 
committed lo any such [unit] plan embracing 
land. that are in part within and In part· 
oubide or 11.e area covered by any 1uch plu 
shall be ....:gN:g1tlec:: into _M!p4J"llte lease• u ta 
lands coin.ruined and the la.ida not committed 
a., of the effective date of unitization: 
Provided. however. That any s.:ich le.a.ae u to 
the no.ouniti.z.ed portion ab.all coptinue in 
force and effect for the lerm. thereof but for 
not less than two yea.ni Crom the date or ouch 
aegregation e11d so long thereafter u oil or 
.gas is produced in paying quantitie.9. 

• (h] Any lease, other thao a Federal leai.e. 
having only a portion.of lta lao,d• com.roitted 
hereto ahall be segr-egaled u to the portion · 
committed and the portion not committed. 
,md the provisiona or 1uc:h lease shall s:pply 
i-epa111tely to such segreg11!ed portion.9 
c;ommencing 8.1 of the effective dale hereof. 
ln the event any sucb l,:;11~e pro,vides for a 
lump-:nun rental par.mcnt. such paymellt . 
ihaU be prorated between the portions •o 
segregated in proportiDtl to the acreage of the 
re,pective tracts. · 

19- Covenants nm with land. The 
COVl!llalll.1 herein 1ball be Cori.trued to be . 
covena11ts running with I.he land with respect 
lo the intere,:, t o{ the parties hereto and their 
successora in interest until this a~ent 
lermioatea. and any gra.o.t, tranafer, or 
conveyance of inlereat in land c:n: leases 
subject hereto sball be and hereby i,,, 
conditioned upon the aa.umptioo of all 
privilege• 11..od obl~atjon,, hereunder by r.he 
grantee, tr1tnsferee; or9ther 1ucceuor in 
interesL No aHignmenl or transfer of a11y 
worldng inleresL royalry, or other intere•I 
subject herelo shall be biJ>dins upon Unit 
Operator' until I.be fin! day or the calendar 
month after Unit Operator i• furnished witb 
the original photostatic. or certffied copy of. 
the instrument of tnt.nsCer. 

20. EfJ'~ctive date.and term. TI1b agrec:menl 
shall become dfect!ve upon approval by the 
DMM and shall automati~ly termina~ 5 
years from aaid effective date ttnles1: 

fa) Upon application by the Unit Openlor, 
such dale or expiration is o:tended by ',he 
DMM.or · 
. [bl ll is reuonably detennined prior to the 
·expiration or the fixed l,:nn or ally extension 
thereof that the uniti:z:ed land is incapable 9f 

·production of unili:z:ed ,ubalancea in paying 
quanlilies in lhe fonnalion• leated hereunder. 
and after notice r;>( inlention lo lerminale thi• 
agT1,emenl on ouch ground i• giveq by the · 
Unit Operator to all p.artiea in interest •t their 
las1 known addreue,. thi1 agreemenl lo 
lenninated wilh the approval of the ru.o,c_ or 

(cl A valuable dla_c::overy of unltl:z:ed 
oub.tanc:u hu becu J:Dade or aoccpted on 
unitized land dw-mg aald Initial lcnn or any 
exlenafon ~oC. In which event thla 
agreeinent ahall 11::Qlaln lo effect for •uch 
tenn and oo long thereaftcr H unltiud 
1ub1tanc:n can be produced In quamities 
1uffidmt to pay for the cost or producing 
1ame from wells on unithed land within any 
participating an:a eatabli,b.ed hereunder. 
Should pnxluction oeaae and diligeut drilling 
operations lo restore production or new 
production are not In pr,,gra• during the 
perio<i of nonprodadfon. and prodaction la 
not resloc-ed or ahowd new prodnctlon not be 
obtained In paying quantlli,:,a on committed 
lands within thia unit ant«. th.I• agreetnent 
will automatically tennJnate effective the lut 
day of 1M month in which the !11&t uniti::r:cd 
prpduction occurred. or 

(d} It la voluntarily kt'minated u provided 
In thla agreetriellL 11:iia agreement may be 
termin•ted at any tfm« prior to the dacovery 
or unitl:r.ed 1ub11lance1 which can be 
produced in p'aying quanlitie~ by not leu than 
75 per ceotum. Oil 11.Il •cn:11ge b.uia o( the 
working irltereat owners aignatory hereto. 
with the approval of the DMM. The Unit 
Operator 1ba!fgive notice of any .uch 
approval lo all partie- hereto. Voluntary 
1erminatioo may not occur duri.cg the fix-st 
year of thl1 agreement u.c.le,c at laast one 
obligation well nao· been drilled in 
accordance wi!:h Section 9. 

21, Rate of. proapecting. development and 
prodnctioo. The DMM ia hereby vested with· 
authority lo alter or modify from time lo time, 
in hi• cfucretion, the quantity end rate of 
production u.oder thi, agreement "!'ben such 
quantity 11.0d rate I.a nol fixed pursuant tci. 
Federal or State law, or doe, not com.form ti, 
any Statewide voluntary conservation or· 
allocatioa program which ii: edablish. 
recogni:z:ed. &lld generally adhered to by the 
majority of operators in llUch State. The 
above authority i., hereby limited to 
alteration or modillcatlon• which are in the 
public interest and the purpose thereoL and 
the public ioterest to be served llll.lst be 
1ta led in the order of alteration or 
modification. Wit.ho~! regard to the foregoing. 

· the DMM_i1 also hereby ve.sted with authority 
to alter o'r modify from time to time. in his 
discretion. the rate of prospecting and 
development and the quantity 11nd rate or 
production under this agreement when such 
altera lion or modifica lion ia in the interest o( 
attaining thl!= .con,ervation objectivea stated 
in this agreement and is not in violation or 

, any applicable Feder-al or State law. 
Po.wen ia thJs section vested In the OJl,O,.f 

,hall only be exerdsed dter notice to Unit 
Operator and opportunity for hearing to be 
held not Ten than 15 day• fiom notice. 
~ Appearancei. Unit Operator shall after 

notice to other parties affected, have the right 
lo appe11r for and 011 behalf of any and all 
interests affected hereby before the 
Department of tbe Interior and lo appeal from 
orders issued under the regulations of said 
Deputm~nt. or to apply for relief from any of 
,aid regulalions, or ill any proceedings 
rel11tive lo operations before _the Department, 
or any other legally constituted authority: 
provided, however, Iha! any other inten::sted 
party ,hell also have the right at hl1 OW?! 

expen8C lo be heard In any such proceeding.· 

23. Notices. All nollc:es. demand,, or 

stalements required hereunder lo be given or 

rendered to the partiea berelo •ha!! be in 

wrlUng and shall be penonally delivered lo 

the party or parties. or tent by postpaid 

regialered DT''certified mail lo the last-known 

addre.. ol the party or parties, · 


Z4. No waivu 0£ certain rights. Nothing 
contained in !hi.a agret::ment ,hall be 
conatrued as a wuiver by any p11rty hereto of 
the right to uaen any legal or constitutional 
right or defense aa to the validity or Invalidity 
of any I.aw g( the State where the uoitized 
lands ere located. ar of the United Slates. or 
regulation• laauad thereunder In 11ny way 
itffecting ,uch party. OT' aa a waiver by any 
such party ofany right beyond hie or its 1 
authority h, walve. 

2.S. Unuoidable delay. All obligaiio11s I 
under th.i, agreement requiring the Uait 
Operator to commence or continue drW.ing. or 
10· operate on or produce urutized ,ubstance9 

from any of the land• covered by this 
agreement. &hall he £U&pended while the Unit 
Operator. de1pile the exerciae of due care 
aod !filigence. is prevented from complying 
wit~ such obJiii:ations, in whole or in part. by I 

strikes. acts of God. Federal. State. or ·! 
municipal· la"'." or agen!=ies. =avoidable, 

· accidents. uncontrollable delaya in 
transportation. iaabtlity to obtain necen.ary 
materials or equipme11t in the open market, or 
other 01atteni beyond the reaoonable control 
of the Unit Operator whether ,imilar lo 
matters herein enumerated or not. 

26. NondiscrimiMtion. l'.n COMection with 

the pe'.rformance of work under this 

agreement, the Unit Operator agrees to 

comply with_all the provision• of aection 20Z 

(1} to (7) l.odu.ivc, of Executive Order 11246 

(30 FR 12319). ·as amended. which are hereby 

incorporated by reference in thia agreec::ienL 


27. Loss of title. In the event title lo any 

tract of unitized land aha!! fail and the tnJe 

owner t:a.llJIQt be induced to join in this unit 

agreement, 1uch tract ,hall be autom11tically 

regarded ,s not comm.irted hereto. and there 

shall be 1uch readjuatment of future costs 

a11d benefits a, may be required on ac.count 

of the foas of 1ucb title. ln the event of a 

dispute u to title to any royally, working 

intere~t. or other fnteresll subject thereto, 

payment or dellvery on account thereof may 

be withheld without llsbility for intereat untll 

the· m11pule ia finally 11-ettled; provided. that, 

as to f"ede111l Janda or leues. no paymenl.9 of 

funds due tbe United Statea shall be 

withl).eld. but 1uch fund• 1h11ll be deposited 

u directed by the DMM to be held ai 

une11med money pending final _aeltlemenl of 

the title dispute. and-then applied as eamed 

or returned in accordance with such final 

aettlemenl. 


Unit Openlor aa aucb i:s relieved from any 

responsibility for any de feet or failure of any 

title hereunder. 


28. Nonjoinder and sub,equenl join_der. If 

the owner of 11.ny substantial interest in a 

Iract within the u11it area fails or refuses lo 

1ubscribe or co11se11t to this agreement, the 

owner of the working interest in lliat lract 

may withdraw the tract from this agreement 

by written no!ic:e. delivered to the DMM and 

the UnJt Operator prior to the approval of !hrs 

agreement by the DMM. Ar,y oil or gas 


http:unitl:r.ed
http:eatabli,b.ed
http:portion.of
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( 
lnlen:•ta ln lacda with.le Iha unll a.rea col 
corrunllled botrelo prior to final •pprov11.I may 
lherealter be commllled benito by the owner 
or ownera lhereof aub1crlbln.g or c;onaecting 
lo thi• agreement. and. lf the Interest t. • 
worlr.i.og Interest. by the owner of auch 
[nlerest al.to subsaibl.a.g to the unit operating 
11greem.enl After operation, are commenced 
hereunder. the ri8ht o( oubsequent Jolnder, u 
provided In this section. by • working intereat 
owner ia aubject lo ouch requirement• or 
approval{•). iC any, pertaining to ouch Joinder, 
a, may be provided !or ID the uni! operating 
agr-eemenl After final approval hereof. 
joinder by• nonworking Interest owner must 
be conaented to in writing by the working 
interesl-owm:r commille~-bereto and 
responsible for the p•yment of a.ny benefit.o 
that may accrue hereunder in beh•lf or auch 
nonworking interest. A nonworlr.in.g inlerest 
may not be committed to thl• unil agreement 
unless the corresponding working interest is 
commilled hereto. Joinder to the unit 
agreement by a working interest owner, at 
any time. must be accompanied by 
appropriale joinder to the unit operating 
agreement. in order for the !nterest lo be 
regarded as committed to this agreement. 
Except as may otherwise herein be provided. 
subsequent joinders to this agreement shall 
be effective as of the date of the filing with 
the DMM of duly executed counterparts of all 
ar any papen necessary to e.!ltablisb effective 
commitment al any b"act to this agreemenl 

29. Counterparts. This agreement may be 
txecuted in any number of counterparts. oo 
.&ne of which needs lo be executed by all 
parties or may be ratified or consented to by 
upara_te instrument in writing apecifically 
r-eferring hereto and shall be binding upon all 
those parties who have executed 1uch a 
counterpart. ratification. or co1111ent hereto 
with the aame force and effect as [fall auch 
parties had signed the aame documeol, and 
r-egardJes, oC whether or not it is executed by 
all other partie• ownina or claiming lll1 

lnlerest In the lands within the above
desaibed unit area. , 

• SWTender. Nothing in !'.bis agreement 
1haU prohibit the exercise by _any working: 
interest owner or the right lo 1WTender 
vested in such party by any lease. 1ublea1e, 
Or Opera ling agreement U lo all OJ;' any part 
of the lands covered thereby, provided that 
each party who will or might acquin: aucb 
working interest by such surrender or by" 
forfeiture u hereafter set forth. la bound by 
the term• of this agreemenl 

U as a result of any auch 1urrender, the 
working interest rights u to auch lands 
bea11ne vested in any party other than the fee 
owner a{ the unitizeed 1ub11tance•. aaid party 
may forfeit 1uch rights and further benefits 
!rom operation hereunder iu to &aid land lo 
the pa.rty next in the chain of ti tJe who shall 
be and become the owner of such working 
Interest. 

U aa the result of any such surrender of 
,rfeiture working interest rights become 
!8led In the fee owner of lhe unitized 
balances. auch owner may: 

"Oplionol ..,ctiona o.nd 1ubwection. [~men!• 
1ubmi1ted for final approval 1hould nol ld•mlify any 
provioion •• -op!i01U1t-1 

(l) A.c,;ept tho..., working lntere1t rigbta 
eubfect to thi• agreement and the unit 
operalu\g agreement; or 

(2) Lease the portion of auch land aa la 
Included in a partlcipating area established 
-hereunder subject to thl• agreement and the 
unit operatins qreement; m; 

{3) Provide for the Independent operation 
of any part of 1uch land that la not then 
!nduded within a participating area 
e1tabliahed hereunder. 

II the fee owner of the unitized 1ub1lances 
does no( accept the working interest rights 
aubJe-ct to thia agreement and the unit 
operating agreement or lease, 1uch land,: n 
above provided within n month• after 
aun-endered or forfeited, working Interest 
rights-becoroe vestea in the feee.owner, the 
benefits and obltgationa of operations 
accruing to such landa under thi1 agreement 
and the un.it ope.rating agreement shall be 
aha.red by the remaining owner-a of u.n.ili,:ed 
working inleresta in accordance with their 
respective working interest ownerships. and 
auch owners of working interests ~hall 
compensate the fee owner or unitized 
substances in such lands by paying sums to 
the rentals. minimum royalties, and royalties 
applicable to auch land., under the lease in 
effed when the landll were unitized. 

An appropriate accounting and ,ettlement 
ohall be made for all benefits accruing to or 
payments and expenditures made or incurred 
on behalf of such ,auITendered or forfeited 
working: interest aubaequenl to the date of 
aurrender or forfeiture, and payment of any 
moneys found to be owing by .!!Uch an 
accounting shall be made as between the 
parties within 30 daya. 

The exercise of any right vested in a 
working interest owner to reassign such 
working inter-eat to the party from whom 
obtained shall be subject to the same 
conditions as set forth in this section in 
regard to the exercise of a righl to sun-ender. 

"31. Taxes. The worlcing intere.!11 owners 
shall render and pay for their account and the 
account or the royalty owners all valid taxe11 
on or measured by the unitized substances in 
and under or that may be produced. gathered 
and sold from the land covered by this _ 
agreement af!er"its effective date, or upon the 
proceeds derived tberefro~ The working 
interest owners on each tract shall and may 
cha.rge the proper proportion of aald taxea to 
royalty ownen having Interests in aaid tracl. 
and may currently retain and deduct 
aufficieot amount of the wiitized substances 
or derivative product., pr net proceeds 
thereof from the allocated •bare of each 
royalty owner to 1ecure reimbursement for 
the taxes ao paid. No 1uch taxes ahall be 
charged to the United States or the State of 
--- or lo any lesaor wbo bas a contract 
with his leuee which requires the leuee to 
pay such laxes. 

•32. No partner-ship. It I• expreuly agreed 
that the relation of the parties hereto la that 
or independent contractora and nothing 
contained in this agreement. expreued or 
Implied. nor any operations conducted 
hereunder, ahal.l create or be deemed lo have 
created a partnerhip or aoaociation between 
the parties hereto or any of them. 

In witnen whe~f. the partiea hereto have 
caused this a,gn:ement lo be exec:uled and 

have ,et opposite their rea~ve" names the 
date of execution. 

Unit Oporalor; Working lot.er-est Owners 

· Cenera_l Culdelines _ 

1. E.xecuted agreement to be legally 

c:amplele. 


Z. Agreement aubmllted for approval must 

contain Exhibit A and Bin accordance with 

moclela 1hown in 11 228..13 and ZZS.14. 


3. Consents •bould be Identified (in pencil) 

by tract numbers a, listed In Exhibit B and 

aaaembled le that order aa far as practical. 

Unit agreement. 1ubmilted for approval shall 

include a liat of the overriding royalty interest 

owners who have executed ratifications or 

the unit agreemenL Subaequenl joinders by 

overriding royalty Interest owners shall be 

aubmitled in the aame ms.Mer, except each 

must include or be accompanied by a 

statement that the corresponding working 

interest owner has consented in wriling. 

Original ratification• of overriding royalty 

ownen will be kepi on file by the Unit 

Operator or his designated egenl. 


-'· All leases held by option should be noled 

on Exhibit B with an explanation es to the 

type of option. (.e_ whether for operating 

rights onJy. for full leasehold record title, or 

for certain intere!t& to be earned by 

perfom1ance. in all ins lancet, oplionee 

committing such interests is expected to 

exercise option promptly. 


5. All ownel"l!I of mineral interests must be 

invited lo join the unit agreement. and 

atatement to that effect cnusl accompany 

executed agreement. together with summary 

of result, of such invitations. A writlen 

reason for all interest ownen who have no! 

Joined shall be furnished by the unit operator. 


6. ln the event fish and wildlife lands are 

included. add the following section: 


~wildlife Stipulation. Nothing in this unit 

.agreement shall modify the special Federal 

lease stipulations applicable lo lands under 

the jurisdiction or the United States Fish and 

Wildlife Service." 


7. ln the event National Forest Syslecn 

lands are included within the unit area. add 

the folloWing aection: 


"Foraat Land Stipulation. Notwithstanding 

any other terms and conditions contained in 

thi• agreement. all of the stipulations and 

Q;indition• of the individual leases between 

the United States a.nd ita lessees or their 
 ::I 
aucceaaor, or a111igns embracing lands within 

the unit area Included for the protection of 

lands or fucntions under the jurisdiction of 

the Secretary of Agriculture shall remain in 

full force and effect the same as though lhis 

agreement had no! been entered inlo. and no 

modification thereofia authorized except 

with the prior consent in writing of the 

Regional Forester, United States Forest 

Service,---- 

8. ln the event National Forest Syslem 
lands within the Jaclc1on Hole Area or 
Wyoming are included within the unit area, 
additional "special"' stipulation.! may be 
requlred to be included in the unit agreement 
by the U.S. Foreal Service, including the 

_Jackson Hole Special Stipulation. 
9. In the event reclamation lands are 

Included. add the following as a new section: 

http:worlr.i.og
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c· "Reda,mation Land,. Nothing in !hia 
agreement •hall modify the 1pecial. Fede;,,! 
lease atipulalion, applicable 10 laoda uoder 
the jwisdiction of the Bureau of 
Redama lion.·· 

10. ln the evenl a powersile i, embnu:ed In 
the proposed area. the following •ectiOQ 
ahould be added: 
_ -power,ile. Nolhing in !hi, agreement ahall 
modify the special. Federal leue 1tipula1ion• 
appllcable to lands under lhe jurisdiction or 
the Federal Energy Regulatory Cornmi•sion.

11. ln t.'ie event special surface stipulation, 
have been allached lo anv of the federal oil 
and gas lea:.es lo be inclu"ded. a,dd the 
following seclion: 

--special surface stipulations. Nothing io 
this agreemenl shall mod\fy the special 
Federal lease stipulalions allached lo tha 
individual Federal oil and gas leases.

lZ. ln lhe event Stare lands are induded in 
the proposed area. add the appropriate Slate 

( 

(Anda Sedion as a new section. 
(See JO CFR 226.7(11)) 

13. In the event restricted Indian land• are 
Involved, coruuJt the DMM regarding 
appropriale requirement. under JO CfR 
Z.Z6.7(b). 

Certificatioo--Detennlnalion 

Punuanl lo the authority vested in the 
Secretary of the Interior, under the act 
approved February ZS. 1920. 41 Slat. 437, as 
amended. JO U.S.C. aec. 181, et seq~ and 
delegated to the appropriate Deputy Minerals 
Manager or the Mineral;t Management 
Servicl! under the authority of 30 CFR Z28, I 
do hereby. 

A. Approve the attached agreement for the 
development and operation of the-----. 
Unil Area, Stale of---. 

B. Certify and determine that the unit plan 
of development and operation contemplaled 

In the attached agreemenl is necessary and 
advfsablc in the public interest for the 
purpoi,e of mOrl! properly conserving the 
natural reso=s. 

C. Certffy and determine that the drilling. 
producing. rent al minimum royalty, and 
royally requirement, or all Federal lease 
committed lo ,aid agreement are herebv 
e,slabli,hed. altered. changed, or rcvok;d lo 
confonn with the terms and conditions of this 
agreement. 

Dated-----. 

Deputy Mlacral1 Manager-Oil and Cas.
M.laarala MaDagcmcot Service. 

'In Eastern and Alaska Regions, Deputy 
Mineral, Manager-Onshore Minerals. 

Con~ac!Number·----



R. 59 W. 

DEER_ 

16 

78-620 

FROST 
6-30-85 

21 0 

W-41345 

FROST 
6-30-85 

28 0 

W. 41345 

DEER et al. 
6-30-85 

33 0 

W-41679 

FROST FROST 
6-30-81 6-30-81 

15 0 14 © 

W • 8470 W - 8470 

FROST 
6-30-81 

23 Q) 

W • 8470 

DEER 
12-31-85 

26@ 

W. 52780 

DEER 
7-30-81 

HOLDER· I 
I 

2-28-86 r- 

2il:t__ 
I 
I 
t-- 
I w. 539701 

OLDE~ 
2-28-86 6 -- 

I 

25 ' 
DEER I 

2-31-8~--
W • 52780 I 

DEER 
6-30-88 

.,__ 
35 0 

1--

W - 9123 78 - 620 
, , 

Means tract number as listed OI"\ Exhibit B 

Public Land 

Stan: Land 

Patented Lind 
Scale · Generally 2" "' 

T. 
54 
N. 

1 mile. 

Include a.cr.ea!:,'C for ...ii irregular ,ectioot and lo~. 

l 

. .'t

··-·-...... 
j", 

r , 

1·· ,_-. Federal Register / Vol. 47, N(?. 11Z / Thursday. [Wle 10, 1982 / Proposed Rules 25263 

( 


'' § 226.13 Model of axhlblt A. 


( 

Companv flll!me 


Exhibit A 


Swan Unit Area 

Clmpbell County. Wyoming 


l 
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§ 226. 1 S Model collective bond. 

Collective Corporate Surety Bond 

Know all men by these presetils. That we. 
---- (Name of unit operator), signing 
as Principal. for and oti behalf of the ree(lrd 
owners of unitized &ubstances now or 
hereafter covered by the unit agreemenl for 
the---- (Name of uni\). approved 
--(Date)---- (Name and addren 
of Surely}. as Surety are jointly and severally 
held and firmly bound unto the United Stales 
of America in the sum pf,--- (Amount of 
bond) Dollars. lawfol rnoney of the Unii'ed 
Slates, for the use and beciefil of and lo be 
paid to the United Slates and any entryman 
or patentee.of any portion of the wiili::r:ed 
land here-to-fore entered or patented with the 
reservation of the oil or gas deposit• to).be 
United States. !or which payment well and 
truly lo be made. we bind ourselves, and 
each of ua, and each of our hein, executors, 
administ,ator,, •ucceuora, and assign, by 
these presenb. 

The condition of the foregoing obligation ia 
1uch, that whereu the Secretary of the 
Interior on--·- (Date) approved under the 
provisions of the Act of F'ebruary 25, 1920. 41 
Slat. 4J7. 30 U.S.C. secs. 181, el seq.• as 
amended by the Act of August 8, 1943. 60 
Stat. 950. a unil agreement for the 
development and operation of the----
(Name of unit and Slate): and 

Whereas eaid Principal and record owner,, 
of unili::r:ed substances. pur,uanl to aaid unit 
agreement. have eniered into certain 
covenants and agreements Bl 1et forth 
therein. wirier which operations are to be 
conducted; and 

) 
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§ 226.14 Model ol Exhibit e 

ExHIBlT 8.-$WAN UNIT AREA, CAMPBELL. Coum'v, WYO. 

T,oe1 
~ ...  _..,_..,, S-WNa. ___ 

s.o1c,...,.i,y-.t i.--,:,1 ~"'1...,_ 
WOl'u"q"""'....i -Ha, - do,o.,:,1 ~~- u,,o,o,,nq .,....,..,._ .....a,,,ug. 

M Ir> -.,.. c,I TSJN
RSINl,BIH'_M, 

F'Mlo<ol r.,,ncr 
I S..C.H:AA 1.120.00 W-6<1l'IJ• ...,,_ JO. IHI U.S.: M T.J.Coolo. 100 T,J,Cool.• Fro.I OI Co. 100. 

Sec.lS:M 
S..C. zt: AA 

z $oc. 3S: AA 6"0,00 W-IIZJ, -"'°r :io. 1981 _ U.SaM O.M.0-..100_ 0.U,Odoo,,1 0.- 01 Co. 100. 
l s..c. z,: All 1,2IIO.OO W_.13-05,, ...,,_JO.INS.. U.S~M ..._,._so_ Mu Pan 'I F..,.. OI Co. 100, 

S..C.26:M S....S.....-50 SomS......1

• S-c. 27: ... 1,260.00 w ... 11m1_...,,. :io. 1MS_ u.s, /,JI AJ Pr_, 100 AJPr.... • 0- OIi Co. 50. 
Sec. J:I: .... °""' CJ;!Co, $0. 

5 s.c. 215' .... ____ ,. ·---·  1161.50 W-52780 u.s, All Oo,w 0,, Ca. 100_ .J,G,Gc,oo;,,• o- OI Co. 100. 
Sec. 25: Lois l.•. SNI'.W/

zse:1•. 
5 S.C. 24: Lois 1.2.3.•.W/2.W/ 116S.lt0 W-5:111700 Foa. 29. 11;1,MI _ u.s,,.,. T.H. ,._ 100 T.H.-100. 

ZE/2 IAlll. 
Sec. ZS: Lou 1.2.NWl•.w, 

2NE/-<, 

S1a1e lJ,rd 
,,--,.~,~-••.n~•_.._+..,.~ .·--~J-·-·-"··- S1ta-l•-: .M 0.- 0,, Co. 100..___, T. T. r .... • 0-, CJ;! Co, 100, 

. Se<:. :Mi: L"'3 1.2.J.•.w,2.w, 
ZEil IA1tl, 

I S1a1e lrod ,.zeo.s) IIO'H at ·~·g pd OJI ,r,i< .,... 

Pa,en1ecJ I.Mid 
II J .c. Smnn: ,00 ____, Do,e Oil Co, I00 Clo. CJ;! Co. 100. 

2E/Z (A•J. 
9 

'-< '" - ,,.,_._.,,_., ~ - < ,.,. 
Sec, 22; A• 6,,10,00 S"9L IS. 19"' T. J. Cool<: 100 ,,,_·___ W.W. Smitn 100___ Sam Sp,,<1<, I W. W, S,,..., 100. 

10 Se,:, J.I: Alt MQ.00 ~ I, !117S A.,._,.._,, 7S ~ Oil Co. 1oo_ 
LP. Carr. 25 

l p,a,..,,ted ..odS 1.921.20 ocn,s o, 18.75 pd cl """ ...... 

I 
TOI.a~ II ra= r.2•9. tO ""'j n .....,, ...., .,.... 

0-0lCo. 100, : 

Whereas •aid Principal as Unit Operator 
bu ass.urned the duties and obligations of the 
respective owners of wiilized substances a.s 
defined in said unit agreement: and 

Whereas ,aid Principal and Surety agree to 
remain bound in the full amount of the bond 
for failure to comply with the terms of the 
unit agreement and the peyment of rentals. 
minimum royalties, and royalties due under 
the Federal leasea commiued to said unit 
agreement; end 

Whereas the Surety hereby waives any 

right of notice of and agree& that this bond 

may remain in force and effect 

notwithstanding: 


(a] Any additions to or change in the 
ownership of the unitized substances herein 
described; 
·. (bl Any suspension of the drilling or 

producing requirement• or waiver. 

1uapensio11. or reduction of .rental or 


· minimum royalty payments or reduction of 
royaltie1 punuant lo applica~le laws or 
regulations thereunder: and 

Whereas 1aid Principal and Surety agree to 
the payment of compen1atory royalty under 
the regulations of the _lnlerior Department ill 
lieu of drilling neceuary offset wells in the 
event or dralnege: and 

Whereaa nothing herein conta-ined shall 
preclude the United States [from requiring an 
additional bond al any lime when deemed 
necessary: 

Now, therefore. if the aeid Principal shell 
faithfully comply with all of the provisiona of 
the above-ind1mtified unit agreement and 
~ith the term• of the lea sea committed 
thereto. then the above obligation ie lo be of 
no effect: otherwise lo remain in full force 
a.nd virtue. 

Signed, sealed. and delivered this --day 
of---: 19-, in the presence of: 

Witnesses.: 

(Principal) 

(Surety) 

§ 226.16 Model !or designation of 
1UJCces.sor unit operator by wor1<1ri"g 
lntet"est ownen. 

Designation of successor Unit Operator 
---- Unit Area. County of--, Stale 
of---. No.--. 

This indenll.tf'e. dated as of the - day of 
---. 19-. by and between--. 
bereiIJ.afler designs led aa ~First Party;· and 
the ownen of ',Ulilized working interests, 
hereinafter designated as ""Second Parties.

Witn.esseth: Whereas under the pro_visions . 
of the Act of February 25. 1920, 41 Slat. 4J7, 
30 U.S.C. 1ee&. 181, et i.eq.. as amended by 
the Act of August 8. 19-16. 60 Stal. 950. the 
Secn:tary of the Interior. on the - day of 
---, 19-. approve a unit agreement Cor the 
----- Unit Area. wherein --- is 
designa led as Unit Operator: and 

Whereas said --- has resigned as such 
Operator.' and the designation of a successor 

'Where the d.,1isn• tion of a oucccs,or Uni• 
Oper-lor i• required for any rea,on other than 
resign.0Lio1L ouch reaoon shall bt: ,ubstiluled for the 
one 1t,1!ed. 

http:patentee.of
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Re: Expanding Participating Areas Inside Federal Units, The Henry Unit 
Example 

APPROVED this day of , 1985. 

BALL ASSOCIATES, LTD. PRICE WATERHOUSE 

ByDat_e____________ ByDat_e___________ 

UTAH DIVISION OF PUBLIC UTILITIES 	 STAFF OF WYOMING PUBLIC SERVICE 
COMMISSION 

By 	 ByDat_e___________ Dat_e___________ 
(_ 


