WEXPRO COMPANY

79 SOUTH STATE STREET » P. 0. BOX 11070 » SALT LAKE CITY, UTAH 84147 » PHONE (801) 530-2600

October 27, 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 5 entitied the "Wexpro Proposed- Solution." Al1l
other portions of the guideline letter should be considered as background

material only and not an integral part of the -guideline. The relevant .

portion of the guideline.for which we request D1v151on approval is found on

page-5 and reads as follows:

To properly account between Mountain Fuel andfwexprO'and so1e1y for
allocation of investment adjustments .(whether debits or credits)
-and for allocation of o0il, natural gas 1iquids and natural gas from
drilling which results in .expanding any participating area for
~royalty purposes or in expanding pooled areas (or similar expan51on
“of multi-party individual ownership areas -- each of which orig-.
inally qualifies as a development drilling area under the Wexpro
Agreement) after July 31, 1981, then as -between the. company-and

_—  Wexpro/Celsius:

1. The 101/105 -and transferred leaseholds within the partici-
pating area or pooled (or 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 prov1ded 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 attributable to pre-July 31,
1981 capitalization and Post-July 31, 1981 Facilities and
Development Gas or Qi1 Drilling will be paid to Wexpro.

4. As far as the Unit Operator is corncerned, the allocation of
production to MFS/Wexpro is consistent with allocations to
nther 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.
Piease deliver a copy of this letter to Jon Strawn of the Division at your
eariiest convenience. Your cooperation will be appreciated.

Ruland J. G' 1, dr.
Managing Attorney

pf

cc: M. A. Howerton
M. R. Jensen

J. W. King
R. M. Kirsch
APPROVED THIS __ day of , 1988.
UTAH DIVISION OF PUBLTC UTILITIES STAFF OF WYOMING PUBLIC SERVICE
COMMISSION
By: By:
Date: Date:




WEXPRO AGREEMENT MONITORING
-June 23, 1583

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 "Federal Exploratory Units."

| FACTS:

What is a Federal Unit.

»

A '"Federal Exploratory Unit" is a creature of Federal laws and
requlations. A Unit Agreement is authorized by 30 U.S.C. §226(})
{(attached as Exhibit 1) 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
deveiopmental and secondary recovery units. These latter units are
usually tailor made after considerable drilling and development-has
accurred. : -

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 most efficient and
economical manner., Establishment of Cooperative and Unit Plans or
Operations under the Mineral Leasing Act of February 25, 1920, as
amended, is governed by the regulations set forth in 30 CFR §226.

The standard Federal Compéfitive 0il 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 cocperative or unit plan for
the development and operation of the area, fieid, or pool,
or part thereof, embracing the lands included herein as the
Secretary of the Interior may then determine to be practi-
cable and necessary or advisable, which plan shall ade-
quately protect the rights of all parties in interest
including the United States,

{ther Federal leases have similar or identical language. BLM Ragu-
Tations found in 43 CFR, Part 3100 contain several sections relative
to unitization.

Toe initiate the formation of a Federal exploratory unit, the pro-
pgnent of the unit.files an application with the appropriate office
of the BLM (previously supervised by the U. S. Geolagical Survey and
the Minerals Mznagement Service) formally requesting the State BLM
Director to (1) designate the proposed area as logically subject to,
development under a unit plan of.operationsy {2) approve the mdximud
depth and objective formation proposed for the initial test well(s)
and/or development abligations (if the area contains a discovery but
is not fully developed}; and (3} approve the text of the propesed
form of agreement. The request for designaticn must be accompanied
by @ map or diagram showing the area scught to be designated and
indicating the type of land. The application is usually accompanied
by a report giving all available geological and geophysical informa-
tion. :



After consideration 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 "participating area"
must be established 1in accordance with the "Participating After
Discovery" section of the Unit Agreement (Section 11. of the model
farm, 30 CFR 226.12, See Exhibit 2?. The only land to be included in
a participating area is that land reasonably proven capable of

i 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 the
unit to convert to a producing status and all subseguent unit wells
and operations are to be conducted under a "Plan of Operations.”

Under the Wexpro Settlement Agreement, Section [-26(a)(ii), the
payticipating area as it existed on July 31, 1981 is a "development
drilling area" and is determined as follows: .

(a} For each prior Wexpro or prior Company well in a pool,
. and all additional surface area covered by: (ii)
The U. S. Geological Survey-approved participating

area determined for royalty purposes for that pool, if-

the well is in a Federal unit, ... -

Revision of Participating Areas. .

A participating area will be revised, in accordance with Sections 11
and 12 of the Unit Agreement, when additional paying wells are
completed in the formation or pacl 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 1is dependent on the same criteria used in determining the
initial participating area. Likewise, land 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 participating areas may be estabiished for each separate
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 continucus between the two areas.

Allocation of Production.

0i1 and/or gas produced under unitized operations is allocated to the
working interest owners of the unitized Tands on the basis of the
factors and formulas prescribed in the "Unit Operating Agreement.”
Normally, a standard preprinted form of Unit Operating Agreement
prepared by the Rocky Mountain Mineral Law Foundation 1is 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 compared to the total number of
unitized surface acres within the participating area. Therefore,
allocation of unitized substances §s made on a surface acreage basis
without regard to any particular well, THowever, the  Wexpro
Settlement Agreement provides for allocatjon on a well by well basis
which 15 inapplicable inside a unit participating area.




The use of a “"development drilling area" 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's developmental or exploratory
dri11ing activity., To aveid a difficult subjective analysis on avery

“prior well,” the parties selectad a distance around prior wells
which would be considered “development" drilling. In the case of
each pool within Federa) units, this included the 1,980 feet around
the prior well plus the participating area for royalty purposes for
that pool. This method works well for ali-participating areas which
are never enlarged and which contained a prior well, because all
production is allocated to all lands inside the "development drilling
- area", 1i.e. participating area for royalty purposes within the
federal unit. However, if the participating area is enlarged after
July 31, 1981, part of the production from prior wells is allocated
to other Tands subject to "exploratory drilling under the Wexpro
Settlement Agreement and possibly subject ta interests of other third
parties. Likewise, some proaduction trom 'exploratory drilling” is
ailocated to lands inside of the participating area.

Therein 1ies 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 a]]ocat1on of
production is based on an acreage bas1s

[dentical problems could be created when third parties or state
government agencies request or require expansion of pooling agree-
ments or state approved unit or spacing areas in which production is
shared on an acreage basis, It is entirely possible that a partic-
ipating area expansion may include only third parfy acreage and not
include any Wexpro/Celsius acreage, In that case, the Wexpro pro-
posed solution would be equally applicable.

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 languagé in 2 unit operating agreement.
The following example illustrates how an investment adjustment would
be accounted for between Celsius (Wexpra) and Mountain Fuel ("MFS")
or Celsius/Wexpro and any other third party (Such as Exxon in the
hypothetical):

CRIGINAL PARTICIPATING AREA - MFS ACRES

1. Acres = 1,000

2, Investment (1 well) = $1,000,000 (depreciated
1% per month for 60 months)

3. Production = 500 BBLS/Day

4, MFS Original Share = 100%

" EXPANSION CELSIUS/EXXON ACRES

Acres added = 1,000

Investment (1 well) = $2,000,000
Production = 350 BBLS/Day
Celsius/Exxon Interest = 100%

FoN IR
a x4 =

EAPANDED PARTICIPATING AREA .

1.  Acres = 2,000



2. Investment - Nei total at time of expansion
{Assume Depr. 10 mos. @ .5% monthly per unit

agreement)
.95 x 1,000,000 = § 950,000
Calsfus = 2,000,000

Total 52,955,550
3.  Production = 850 BBLS/Day
4, Interest = MES (i,OOD acres) _ 5

, acres 0%
Celsius/Exxen= * -. {1,000 acres) = 50%
y acres
5. Investment = © $2,950,000
MFS Share = $1,475,000 . “
Credit for IR
1st weld C= 950,000
INVESTMENT ADJ, § 525,000*

Celsius/Exxan Share= $1,475,000
- Credit for

2nd well = © 2,000,000
INVESTMENT ADJ, % (525,000)

6. Production Allocation
MFS 50% = 425 88L5/Day n
Celsius 50% = 425 BBLS/Day
*Wexpro picks up MFS investment - adjustment ({because the Wexprn
Settiement Agreement réquires Wexpro to make all future investments,
See Section II1-4}) of $525,000 and capitalizes it in an account
subject to the developmental gas (24%) or ail drilling (21%) rate of
return. Amortization based upon units of production - MFS share of
proeduction and reserves, )

No ‘provision of the Wexpro Settlement Agreement squarely addresses
these problems.

The Henry Unit Example

The Henry Unit Agreement, Uinta County, Wyoming was approved by the
U. 5. Geological Survey.on April 30, 1980 and incliuded 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, WFS entered a farmout agreement dated July 14, 1980 with
Forest 011 Company (“Forest") and a pooling agreement dated July 14,
1980 with Farest 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.
Farest earned one-half of MFS's interest within the four section
pocied 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 Uni%t Well Mo.l i5 not shown as a
prior company well 4in 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
Arga "A" embracing 637.81 acres based upon the completion of the
Henry Unit Well No. 1. In April, 1982 the Unit Well No, 1 had

reached its payout with Forest and MF3's retained oyerriding royalty
bk imet ttae menvswtad FA = 10 SEAASEY arnce warkine interect
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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 Dakata Participating Area
"A", enlarging the participating area from 5637.81 acres to 1429.38
acres based upon completion of Unit Well No. 4A.- MFS's interest im ~
the first revised participating area was decreased from 10.8056% to
4.7210% gross working interest (also called a "participating inter-
est" under the pooling agreement}.

As a result of the first revision and under the Wexpro propoesal
herein, MFS would change from a 10.8056% interest in anly the Henry
Unit Well No. 1 to a 4.7210% interest in both 'the No, 1 and 4A wells,
. Depending on whether one ar the other well is a Yarger producer 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's
share in oanly the Henry Unit Mo. 1 Well. Mexpro's proposal would
result in the same accounting treatment in all similar faderal unit
or pooled area situations without regard to the benefits attributable
to MFS ar Wexpro or thitd parties.

WEXPRO PROPOSED SOLUTION:

To properly account between Mountain Fuel and Wexpro and solely for
allocation of investment adjustments (whether debits or credits) and
for allocation of oil, natural gas 1liquids and natural gas -from
drilling which results 1in expanding any participating area” for
royaity purposes or in expanding pooied areas (or similar expansion
of multiparty individual ownership areas--each of which originaliy
qualifies as a development drilling area under the Wexpro Settlement
Agreement) after Jyly 31, 1981, then as betwsen the Company and
Wexpra/Celsius: :

1. The 101/:05 and transferred leasehelds within the participating
area or pooled {or similar area) as it existed aon July 31, 1581
shall be considered as "Company leaseholds” and the 101/105 or
transferred leaseholds outside of such areas shall be owned by
Wexpro or Celsjus as provided 1in the Wexpro Seitlement
Agreement,

2. Wexpro will fund or cause to be funded all capital investment
additions and 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,

3, Credit investment adjustments attributable to pre-July 31, 1981
capitalization and Post-July 31, 1981 Facilities and Oevelopment
Gas or 01} 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 of prior Wexpro well. Stated another way,

Wexpro's proposal inm this situation would follow standard industry

practice and treat Mountain Fuel's i{nterest in a prior Company or

prior Wexpro well the same as independent third parties. The omly

difference would be the amount Wexpro could earn under the Wexpro

Agreement on investment adjustments.
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) :> Exhibit 1
645.1.2A

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

Section 17.

"(j) For the purpose of more properly conserving the natural:
resources of any oil or gas pocl, 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 -adopting and operating under a cooperative or unit plan
of development or operation of such, pool, field, or like 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 royaity

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

011 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 plan 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 ‘modify from time to time the rate of prospecting and development
and -the quantity and rate 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 term 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 (Release No. 29) ~38-



.) " Exhibit 1 (cont'd)
645.1.2A .

quantities under -the plan prior to the expiration date of the temm

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 committed
as of the effective date of unitization: Provided, however, That any
such Tease as to the nonunitized portion shall continue in force and
effect 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

rental under any lease that has become subject to any cooperative or
unit plan of development or operation, or other plan that contains a
general provision for allocation of oil or gas, shall be payable only
with respect to the lands subject to such lease to which oil or gas
shall be allocated under such plan. Any lease which shall be
eliminated from any such approved or prescribeéd plan, or from any
communitization or drilling agreement authorized by this section, and
any lease which shall be in effect at the termination of any such |
approved or prescribed plan, or at the termination of any such _
communitization or drilling agreement, unless relinquished, shall o
continue in effect 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 Lands (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 acquired
Tands. .

2-26-76 (Release No. 29) ~ -39-
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(b) When [ndian Lands are included.
podification of the walt agreement will
be required by the DMM. Approval of an
sgreement containing Indian lands by
the Bureau of lndian Affairs must be
obtained prior to scbmission to the
DMM for final approval.

2268 Approval of unk agreement. .
A unit agreement will be approved by
the DMM upon a determination that
such agreement {a necessary or
advisable (n the public Inlerest and is
for the purpose of nrare properly
conserving natural resources. Such
approval will be incorporated in a
Certification-Determination document
appended to the agreememt {example in
§ 226.12}. No such agreement will be
approved unless the parties signatory to

" the agreement hald suflicien! interests in -

the unit area to provide reasonably .
effective control of operations. Any
modification of an approval agreement-
- will require the prior approved of the .
DMM. :

§2269 Fing of papesrs and number of
counterparts.

{a}) All papers, instrwments,
documents, and proposals submitted
under this part should be filed in the
office of the DMM for the region in
which the unit area is situated.

{b) An application for designation of 2
proposed unit area and determination of
the required depth of test well shall be
filed in duplicate. A like rumber of”
courterparts should be filed of any
geologic data and any other information
submitted in support of such application.

{c) Where a duly executed agreement
_is submitted for final approval, a
minimum of four signed counterparts
should be Sled. The mumber of
counterparts to be filed for-
supplementing, modifying, or amending
an existing agreement, including change
of operator, designation of new
operator, designation of a participating
ares, and lermination shall be
prescribed by.the DMM.

{d} Two counterparts of a

substantiating geologic report, inchrding

structure-contour map, cross sections,
- ard pertinent data, shall accompany

each application for Hp‘pmvul ofa -
participating area or revision thereof

under an appraved agreement.

{e) Three counterparts of all plans of
development and operation ahal be
submitted for approval under an

oproved agreement

(f} One approved counterpart of each

istrument or document sabmrtted for
approval will be retarned to the
operator by the DMM or his
represeniative, together with such

additional counterparts as may have
been furnished for that purpose.

§ 220.9-1 Retroactive approval of a
communitization agreement.

(8) Genecally, no communitization
agreement sball be given an effective
date that {s prioc to the date of ks filing
with the Deputy Minerals Manager
{DMM). However, inder circumstances

- of good fafth mistake or errar by lessee

or operstor, and ln the absence of
intervening third party righta, the
efective date of a communitization
agreememt may be fixed as far back as
the date of execution of the agreement
between the lessees or operatocs.

{b} No retroactive approval of a
communitization agreement may be
made where the lease expired ptior to
execution of the agreement. The |
agreement need not be in a form
required for approval by the Minerals
Management Service to qualify for this
equitable relief, but may be any
agreement between lessees or operators.
such as an operating agrecment
evidencing the intent of the parties to

- combine, and having the effect of |

combining. their leases or Interests for

" operational purpeses. If the agreemient
that combined suchleases or interests is,

other then a formal communitization,
agreement acceptable for filing and
approval as such, the DMM may require
the parties to yubmit such an agreement
fn proper focm. which, #f submitted and
approved, shall be deemed effective as
of the date of the earlier agreement
between the parties that combined their
leases or interests.

§226.10 Bonds

In lieu of separate bonds required for
each Federa! lease committed to a unit
agreement, the unit operator may firnish
and maintain acollective corporate
surety bond &r « personal bond

_ condjtioned upon faithfal performance
-of the duties ard obligations of the
"agreement 4nd the terms of the Federal

leases subject thereto, Personal bonds
shall be accompanied by a deposit of
negotiable Federal securities n a gum
equal at their par value to the amount of
the bonds, snd by & proper conveyance
to the Secretary of full anthority to sell
such securities in case of default in the
performance of the obligations assumed.
The liability under the bond shall be for
such amount a5 the DMM shall
determine to be adequate to protect the
interests of the United States, and
additional bond may be required
whenever deemed necessary. The bond
shall be filed with the State Director of
the Bureau of Land Management having
jurisdiction over the Federal leases In
the unit. Evidence must be furnished to

the DMM that such bond has been
accepted by the Bureau of Land
Management before operations will be
autharized. A form of corporate surety

- bond is set forth in § 226.15. In case of

change of unit operator, a new bond
must be filed or consent of surety to
such change of operator must be
furnished.

§ 22611 Appeals,

A technical and procedural review
may be requested pursuant to 30 CFR
271.82 and/or an appeal may be taken
as provided in 30 CFR Part 290 of this

. chapter from any order or decision
.issued under the regulations in this part.

§226.12 Model onshore unlt agreament
for unproven areax,
Introductory Section. :
Section 1—Enabling Act. md regulations.
* Section 2—-Unit area.
Bection 3—Unftized land and umﬁzed

substances.

Section 4—Untt Opera tor.
Section 5——R=sfgnaﬁon ar rzmoval of Umt

Qperator.

Section 6—Successor Unit Operator.

Section 7--Accounting provisions and unit

operatmg agreement.

Section 8—-Rxghu and oblrgauom of Umt
Operator. ‘

Section 8—Drilling to dnc.orvery

** Section S8a—Multiple well reqmrements

Section 10—Plan of further development
and operation.

Section 11—Participation after dlacoVery.

Section 12—Allocation of production.

Section 13~Development or operation of
nonparticipating land or formations.

Section 14—Royalty settlement.

Section 15—Rental settlement.

Section 16—Conservation.

Section 17—Dreainage.

Section 18—Leazes and contracts-
conformed and extended.

Section 9—Covenants run with land,

Section 20—Effective date and term.

"Section 21-~Rate of prospecting.
development. and peoduction.

Section Z2—Appearances.

Section 23—Notices.

Section 24—No waiver of certaln ng‘hts

Section 25—Unavoidable delay.

Section 26—Nondiscrimination.

Section Z7—Lass of title.

Section 28—Nonjoinder and subsequent
joinder.

Section 29—Counterparts.

_* Section 30—Surrender,

*Section 31~-Taxes,

*Saction 32—No partnership.

Concluding Section—in witness whereof,

General Gaidelines.

Cerliﬁcnb’on—D:tcrmination.

=* Perugryph Inchided when more th-nonz
obligativa well 1s o be drilled.

* Optiona} sections {in additica. p-rlgﬂpb (k) of
section 18 is oplional}
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Uoit Agreament l'oc the Developmant and
Operxtion of tha

Unit area
County of
State of
No.
This agreement, entered inlo as of the
day of , 18-, by and between

the parties subscribing, ratifying, or
consenting hereto, and herein referred m as
the “parties hereto,”

Witnesseth

Whereas, the parties hereto are the owners
of working, royalty, or other oil and gas
interests in the unit area subject to this
agreement: and

Whereas the Minersl Leasing Act of
February 25, 1820, 41 Stat. 437, as smended,
30 U.S.C. Sec. 181 et seq., authorizes Federal

. leaseeas and their representatives to unit with
each other, or jointly or aeparately with ’
others, in collectively adopting end operating
& unit plan of development or operstions-of .
any oil and gas pool, field, or like aree, or any
part thereol [or the purpose.of more properly
conserving the natural resousces thereof
whenever determined and certified by the
Secretary of the Interior to be necessary or

. advisable in the public Interest; and

Whereas the part.les hereto hold sufficient
Interests in the Unit Area
covering the land hereinafter described to
give reasonably effective control of
operations therein; and

Whereas, it is the purpose of the parties
hereto to conserve natural resources, prevent
waste, and secure other benefils obtainable
through development and operation of the
area subject to this agreement under the
terms, conditions, and limitations herein set
forth: *°

Now, therefore, in consideration of the
premises and the pramises herein contained,
the parties hereto commit to this agreement
their respective interests in-the befow-
defined unit area, and agree severally among
themselves as follows:

1. Enabling Act and regulations. The
Mineral Leasing Act of February 25, 1920, es
amended, supra, and all valid pertinent
regulations including operating and unit plan
regulations, heretofore issued thereunder or
valid, pertinént, and reasonable regulations
hereafter issued thereunder are accepted and
made a part of this agreement as to Federal
lands, provided such regulations are nat
inconsistent with the terms of thia agreement;
and s to non-Federal lands, the oil and ges
operating regulations in effect as of the
effective date hereof govemning drilling and
producing operations, not Inconsistent with
the terms hereof or the laws of the State in
which the non-Federal land is located, are
hereby accepted and made a part of this
agreement.

2. Unit area. The area apecilied on the map
eltached hereto marked Exhibit A is hereby
designated and recognized 88 constituting the
unit area, containing acres. more or less.

Exhibit A shows, in addition o the
Youndary of the unit area, the boundaries and

entity, of tracts and leases in said area lo
he extent known ta the Unit Operator.
Exhibit B attached hereto |s a schedule

'

. shawing to the extent known to the Unit

Operator, the acresage, percentage, and kind
of ownership of ol and gas interests [n all
lands In the unit area. However, nothing
herein or in Exhibits A or B shsll be :
construcd as a representation by any party
hereto as to the ownership of any Interest
other than such interest or interests as are
shown Ia the Exhibits as owned by such
party. Exhibits A and B shall be revised by
the Unit Operator whenever changes in the
unit area or in the ownership Interest of the
{ndividual tracts render such revision
pecessary, or when requeated by the Deputy
Minerals Manager~COil and Cas,* berelnafter
refecved to as “DMM,™ and not less than four
copies of the revised Exhibits shall be filed
with the DMM.

‘The above-described unit area shall when
practicable be expanded to Include therein
any additional lands or shall be contracted to
exclude lands whenever such expanaton or
contraction {s deemed 1o be necessary or
advisable to conform with the purposes of
this agreement. Such expansion or
conlraction ahall be effected in the following
manner:

(a) Unit Operator, on [ts own motion {after
preliminary concurrence by the DMM), or on
demand of the DMM, shall prepare a notice
of proposed expansion or contraction
describing the contemplated changes in the
boundaries of the unit area, the reasons
therefore, any plans for edditional drilling.
and thq proposed effective date of the

- . expansion or contraction, preferably the first
. day'of a month subcequen( to t.he date-of

notice. ’
{b} Said notice shall be delivered to the
DMM, and coples thereof mialed to the Jast *

". known address of each working interest

owner, lessee, and lessor whose inlerests are
affected, advising that 30 days will be
allowed for submission to the Unit Operator
of any objections.

.{c} Upon expiration of the 30-day period
provided in the preceding item {b) hereal,
Unit Operator shall file with the DMM
evidence of mailing of the notice of
expansion or contraction and a copy of any
objections thereto which have been filed with
Unit Operatot together with an application in
triplicate, for approve! of such expansion or
contraction and with appropriate joinders.

(d} Alter due consideration-of all pertinent
information, the expansion or contraction
shall, upon approval by the DMM, become
effective as of the date prescribed in the
notice thereof or such other appropriate date.

(e) All legal subdivisions of landa (i.c., 40
acres by Government survey or its nearest lot
ortract equivalent; in Instances of irregular
surveys, unugually large Icts or tracts shall be
considered in multiples of 40 acres or the
neerest aliquot equivalent thereof), no parts
of which are in or entitled to be in a
participaling area on or before the fifth
anniversary of the effective date of the first
initia) participaling area established under
this unit agreement, shail be eliminated
automatically from this agreement, effective
ss of said fiflth anniversary, and such landa

'Ia the Eastern Reglon and the Alaska Region. the
responsible official ls the Deputy Minerals
Manager~Onahore Minerala.

shall no longer be a part of the unit area and
shall no longer be subject to this sgreement,
unless diligent drilling operations are in
progress on unitized lands not eatitled to
participation on said fifth anniversary. in
which event all such Jands shall remain
subject hereto for s0 long as such drilling
operations are continued diligently, with not
more than 90-days time.elapsing between the
completion of one such well and the .
commencement of the next such well. All
legal subdivisions of lands not entitled to be
In & participating area within 10 years alter
the effectve date of the first initial
participating ares approved under this
agreement shall be automatically eliminated
from this agreement as of sajd tenth
arniversary, The Unit Operator shall, within
90 days alter the effective date of any
elimination hereunder, describe the area so
eliminated to the satisfaction of the DMM
and promptly notify all parties in interest. All
lands proved productive of unitized
substances in paying quantities by diligent
drilling operations after the aforesaid 5-year
period shall’ become participating in the same
manner as during said first S-year period.
However, when such diligent dnllmg ’
operations cease, all nonparticipating lands\
thall be automatically eliminated effective’as
the 91st day therealter.

Any expansion of the unit area pursuant to
this section which embraces lands- ‘

' theretofore eliminated pursuant to this

subsection 2{e} shall not be considered
automatic commitment or recommitment of
such lands.,

3. Unitized land and unitized substances, -

_ Allland now or hereafter committed to this

agreement shall constituteland referred to
hereln as “unitized land”™ or “land subject to

this agreement.” All oil and gas in any and all

formations of the unitized land are unilized
under the terms of this agreement and herein
are called “unitized subslances

4. Unit Operator, - is hereby
designated as Unit Operator and by signature
hereto as Unit Operator agrees and consents
to accept the duties and obligations of Unit
Operator for the discovery, development. and
production of unitized substances as herein
provided. Whenever reference is made herein
to the Unit Operator, such'reference means
the Unit Operator acling in that capacity and
oot as an owner of interest in unitized
substances, and the term “working interest
owner™ when used hereinshall include or
refer to Unit Operator as the owner of a
working luterest only when such an interest
Is owned by it

5. Resignation or removal ol Unit Operator.

Unit Operator shall have the right to resign at

any time prior {0 the establishment ofa
participating area or areas hereunder, but
such resignation shall not become effective
80 as to release Unit Operator from the duties
and obligations of Unit Operator and
terminate Unit Operator’s rights as such for a
period of 8 months alter notice of intention to
resign has been served by Unit Operator on
all working interest owners and the DMM,
and until all wells then drilled hereunder are
placed in a satiafactory condition for
suspension or abandonment, whichever is
required by the DMM, unless a new Unit

v ——

ame.
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rator shali have been selected and
_yroved and shall have taken over and
sssumed the duties and obligations of Unit
Operator prioe ta the expiration of said

riod.

Unit Operator shall have the right to resign
in like manner and subject to like limitationa
s sbove provided at any time afler a
parlicipating area established hereunder is in
existence, but in all inatances of resignation
or removal, until a successor Unit Operator [s
selected and approved as hereinafter
provided, the working Interest owners shall
be jointly responsible for performance of the
duties of Unit Operator, and shall not later
thar 30 days before such resignation or
removal becomes effective appoint a common
agent to represent them la any action to be
taken hereunder.

The resignation of Unit Operator shall not
release Unit Operator from any liability for
eny default by it hereunder occwsting prior to
the effective date of its resignation.

The Unit Operator may, upon default or
failure in the performance of its duties or
obligations hereunder, be subject to removal

- by the same percentage vote of the owners of
working interests as herein provided for the -
selection of a new Unit Operator. Such
removal shall be eﬂ'echve upan nobce t.hemof
to the DMM.

.. The resignation or removal of Unit
Operator under this agreement shall not
' 'inate its right, title, or interest as the
er of working Interest or other interest in
-ed substances, but upon the resignation
moval of Unit Operator becoming
eltective, such Unit Operator shall deliver
possession of all wells, equipment, materials,
and appurienances used in conducting the
unit operstions to the new duly qualified
successor Unit Operator or to the common
agent, if no such new Unit Operator is
elected. to be used for the purpose of
conducting unit operationa hereunder.
Nothing berein shall be construed as
suthorizring removal of any material,
equipment. and appurtenances needed for the
preservation of any wells. «

8. Successer Unit Operator. Whenever the
Unit Operator shall tender his of its
resignatiort s Unit Operator or shall e

- removed as hereinabove provided, or a
change of Unit Operator is negotiated by
working interest owners, the owners of the
working interests according to their
respective acreage interests in all unitized
land shall, pursuant 1o the Approval of
Parties requirements of the unit operating
agreement, select a successor Unit Operator.
Such selection shall not become effective
until:

(a) a Unit Operator so selected shall accept
in writing the duties and respona:bthel of
Unit Operator, and

(b) the selection shall have been approved
by the DMM.

If no succensor Unit Operalor is selected
qualified as herein provided, the DMM at
lection may declare this unit agreement

\ated.

.ccounling provisions and unit operating *,

agreement. If the Unit Operator fa not the sole
ownér of working interests, costs and
expenses incurred by Unit Operator in

conducting unit operations hereunder shall be
pald and apportioned among and borne by
the owners of working Interests, all in
accordance with the agreement or
agreements entered into by and between the
Unit Operator and the owners of working
Interests, whether one or more, separately or
collectively. Any agreement or agreements
entered into between the working interest
owners and the Unit Operator as provided in
this section, whether one or more, are herein
referred to as the “unit operating mgreement.”
Such unit operating agreement shall alse
provide the manner in which the working
Interest owners shall be catitled to receive
their respective proportiovale and allocated
share of the benefits accuring hereto' in
cenforming with their underlying operating
agreements, leases, or other independent
contracts, and such other rights and
obligations as between Unit Operator and the
working {nterest owners as may be agreed
upon by Unit Operator and the working
Interest owners; however, no such unit
operating agreement shall be deemed either
to modify any of the terms and conditions of
this unit agreement or {o relieve the Unit
Operator of any right or obligation -
established under-this unit agreement, and in
case’of any inconsistency or conflict between
this agreement end the unit operating
agreement, this agreement shall govern. Two
copies of any unit opecating agreement
executed pursuant to this section ahall be
filed with the DMM prior to approval of this
unit agreement.

8. Rights and obligations of Unft Operstor.
Except as otherwise specifically provided
herein, the exclusive right, privilege, and duty

" of exercising any and all rights of the partiea

hereto which are necessary or convenlent for
prospecting for, producing, storing, allocating,
and distributing the unitized substances are
bereby delegated to and shall be exercised by
the Unit Operator as herein provided.
Acceptable evidence of title to sald rights
shall be deposited with sald Urit Operator
and, together with this agreement shall
Eonstitute and define the rights, privileges,
and obligations of Unit Operator. Nothing
herein, however, shall be construed to
tranafer title to any land orto’any lease o
operating agreement, it being understood that
under this agreement the Unit Operator, in its
capacity as Unit Opérator, shall exerclse the
rights of possession and use vested in the
parties hereto only for the purposes herein
specified.

9, Drilling to discovery. Within 8 months -
efter the effective date hereof, the Unlt
Operator shall begin to drill an adequate test
well at a location approved by the DMM,
unless on such effective date a well is being
drilled in conformity with the terms hereof,
and thereafter continue such drilling
diligently until the [ormation has been
penetrated or until at a lesser depth unitized
substances shall be discovered which can be
produced in paying quantities {to wit:
quantities sufficient to repay the coats of
drilling, completing. and producing
operations, with a rezsonable profit} or the
Unit Operator shall at any time establish to
the satisfaction of the DMM that further

drilling of said well would be unwarranted or

 Unavoidable delay,

impracticable, provided, however, that Unit
Operalor shall not In any event be required to
drill said well to a depth in excess of ——
feet. Unlil discovery of unitized substances
capable of being produced in paying -
quantities, the Unit Operator shall continue
drilling one well at a time, allowing not more
than 8 months between the completion of one
well and the commencement [apudding) of
the next well, unti! & well capable of -
produdng unitized substances In paying
quantities is completed to the satis{action of
the DMM or until it {s reasonably proved that
the unitized land is i.ncapablc of pmducing
unitized substances in paying quantities in
the formations drilled hereunder. Nothing in
this section shall be deemed to limit the right

. of the Unit Operator to resign as provided in

Section 5, hereol, or as requiring Unit
Operator to commence or continue any

. drilling during the period pending such

resignation becoming effective in order to
comply with the requirements of this saction.

The DMM may modify the drilling
requirements of this section as follows:

{a) For the initial obligation well or wells, a
single extension as provided'in Section 25,
Unavoidable delay, may be granted: and

{b) For all other wells, a single extension,

. not to exceed 6 months, may be granted, in
- addition to any extension granted under

Section 25.

** da, Multlple Well reqmrements.
Notwithstanding anything in this unit
agreement to the contrary,.except Section 25,
wells shall be
drilled with not more than 8-months time
elapsing between the completion of the first
well and commencement.of the second well
and with not more than 6-months time
elapsing between completion of the second
well and the commencement of the third well,
. . .regacdless of whether a discovery has
been made In any well drilled underthis
provision. Both the initial well and the
second well must be drilled in compliance
with the above speciliéd formation or depth
requirements in order the meet the dictates of
this section: and the second ‘well must be
located a minimum of —— miles from the
initial well in order to be accepted by the
DMM as the second unit test well, within the
mweaning of this section. The third teat well
shall be diligently drilled, at a location: *
approved by the DMM, ta penetrate the
formation or lo a depth of —— feet
and must be located a minimum of —— miles

- from cither the Initial or second test well.

Nevertheless, in the event of the discovery of:
unitized substances in paying quantities by
any well, the unit agreement shzll not
terminate for failure to complete the
well program. but the unit area shall be
cantracted automatically, effective the first
day of the month following the default, to
eliminate by subdivisions (as defined in
Section 2{e} hereof) all lands not then entitled
to participation.”*

Upon failure to commence any well as
provided for in this (these] aection(s} within
!.be time allowed. prior to the establishment

" *Provision is Included when mull!ple wells ere to
be drlled.

T I L O R

=

hrl

ti

-

LR LI Y

-

| R T POV P

AO R TYANRMAS

=

- T T


http:�ub1tanc.e1
http:unltiz.ed

. )

25258

Federal Register / Val. 47, No. 112 / Thursday, June 10, 1882 / Proposed Rules

)

of a participating area, ipduding any

extenslon of time granted by the BMM. this
agreement will automalically tertsinate. Upon
failure to continue drilling diligenily any well
commenced hereunder, the DMM may, after
15-days notice to the Unit Operstar, declars
this unit agreement terminated. The partias to
this agreement may not Inftjate & request to
voluntarily terminate during the first year of
its terms undess at least one obligation well
has been drilled In accordance with the
provisions of this [these} section{s).*

1& Plan of further development and
operation, Within 8 months after complation
of a well capable of producing unitized
subslances in paylng quantitics, the Unit -
Operator shall submit for the approval of the
DMM an acceptable plan of developwent and
operation for the unitized land which, when
approved by the DMM, shall constitute the
further drilling and development obligations
of the Unijt Operator under this agreement for .
the period specified therein. Thereafler, from
time to time before the axpiration of any
existing plan, the Unit Operator shall aubmit
for the appraval of the DMM a plan for an
sdditonal spedified period for the
development and operation and subsequent
plans should normally be filed on & calender
year baaiz not Ister than March I-each year.
Any proposed modification or addition to the
existing plan shauld be filed a5 a supplement
to the plan.

Any plan subroitted pursuant to this
section shall provide for the timely
exploration of the unitized ares, and for the *
diligent drilling necessary for determination
of the area of areas capable of producing

* unitized substances in paying quantities In
each and every productive formation, shall be
as complete and adequate as the DMM may
determine to be necessary for timely
development and proper conservation of the
oil and gas resources of the urdtized area and
shall: :

{a) Specily the number and tocations of any
wells to be drilled and the proposed order
and tme for such drilling: and

(b} Provide a summary of operations and

. production for the previods year.

Plans shall be modified or supplemented
when necessary to meet changed conditions
or to protect the lnterests of all parties to thix
agreement. Reasonahle diligence shall be
exercised {n complying with the obligations
of the approved plan of developmient and
operation. The DMN iz authorized to grant a
rzasonable extension of the 8-month period
herein prescribed for submiasion of an fnitial
plan of development and operation where
such action is justified because of unusual-
conditions or circumstances.

Adter completion of & well capable of
producing unitized substances ia paying
quastities, no farther wells, except snch as
may be necessary.to afford protection againast
operations not under this agreement and such
as may be specifically approved by the DMM,
shall be drilled except in accordance with =a
approved plan of development and operation.

11. Participation after discovery, Upon
completion of & well capable of producing

_ 'l mutiple well provision (9a) is pot included,
this paragraph shall be the last paragraph of Section
2.

unjtirnd substances in peylng quantities, or
a1 scoa thereaftor as required by the DMM,
the Unit Operator shall submit for approval
by the DMM a schedule, based oa
subdivisions of the public-land survey or
aliquot parts thereol. of all Land then
regarded as reasanably proved to be
productive of unitized substances In paying
quantities. These lands sball conatitute a
participating area on approval of the DMM,
effective as of the date of completion of such
well or the effective date of this unit
agreement, whichever Is later, The acreages
of both Federal and non-Federal landa shall
be based upon appropriate computatians
from the courses and distances shown on the
1ast approved public-land survey as of the
effective date of each initial partidpating
area. The achedule shall also set forth the
percentage of unitired substances ta be
allocated, as provided In Section 12, to each
tract in the participating area so established,
and shall govern the allocation of production
commendng with the effective date of the
partidpating area, A different participating
area shall be established for each separate
pool or depasit of unitizad substances or for
any group thereof which is produced ss a
single pool or zone, and any two or more.

. participating areas so established may be

combined into one, on approval of the DMN.
When productioa from two or more
participating areas {s subsequently found to
be from a common poal or deposit, the

- partigpating areas shall be combined into’

one, effective as of such appropriate date as
may be approved or prescribed by the DMML

' The partidpating area or areaa so eatablished

shall be revised from time ta time, subject to
the approval of the DMM, to include
sdditional lands then regarded as reasonably

-proved-to be productive of unitized

substances in paying quantities or which are
necessary for unit operations, ar to exclude
land then regarded as reasonably proved not
to be productive of unitized substances (n
payicg quantities, and the schedule of
allocation percentages shall be revised
accordingly. The effective date of any
revislon shall be the first of the month in
which the knowledge or iaformation is
obtained on which sach revision is
predicated; provided, however, that a mare
appropriate effective date may be used if .
justified by Unit Operator and approved by
the DMM. No land be excluded from a
participating area on account of depletion of .
its unftized substances, except that any
participating area established under the
provisions of this unft agreement shall
terminate automatically whenever ail
completions in the formation on which the
participating ares {s based are abandoned.
It is the intent of this section that a

" participating area-shall represent the area

known or reasonably estimated to be
productive in-paying quantities; but,
regardless of any revision of the perticipating
area, nothing herein contalned shall be
cornistrued aa requiring any retroactive
adjustment for production obtained prior to
the effective date of the revizion of the

. participsling area,

In the absence of agreen;;ent at any time
between the Unit Operator and the DMM as
tq the proper definjtion or redefinition of a

participating area, or until a participating

arza has, or areas have, been established, the
portion of all payments affected thereby -
shall, except royalty due the Unilted States,

be Impounded in a manner mutually
acceptable 1o the owners of committed
warking interests. Royalties due the United
Stales shall be determined by the DMM and
the amount thereof shall be depodited, s
directed by the DMM, until a participating -

. rea is finally approved and then adjusted Iz

sccordance with a determination of the sum
due as Federal royalty on the basiz of such
approved participating area,

Whenever it {s determined. subject to the
approval of the DMM, that a well drilled
under this agreement is not capable of
prodnction in paying qaantities and Inclusion
of the land on which it 1s situated in a
participating area ix wowarranted, production
from such well shall, for the purposes of
settlement among all pasties other than .
working inlerest owners, be allocated to the
land oa which the well is located, unless such
land is already within the participating area
established for the peol or deponit from
which such prodaction is obtained.
Settlement for working interest benefits from
such a nonpaying unit well shall be made as
provided in the mit operating agreement. : !

12. Allocation of production. All unitized
substances produced from each participating
area established under this egreement,
excepl any part thereof used in conformity
with good operating practices within the
undtized area for drilling, operating, and other
production.or develepment purposes; for
repressuring or recycling in accordance with
& plan of development and operations first

-approved by the DMM, or unavoidably lost,

shall be deemed to be produced equally on
an acreage basts from the several tracts of
unitized land of the participeting area
established for such production. For the
purpose of determining any benefits accruing
under thie agreement, each such tract of
unitized land shall have ailocated to it such
percentage of said production as the qumber
of acres of such trsct ncluded-in said
participeting area bears to the total acres of
unitired land In said participating ares,
except that allocation of produoction
herennder for purposes other than for
settiement of the royalty, overriding royalty,
or payment out of production obligations of
the respective working interest owners, shall
be on the-basis prescribed in the unit
operating agreement whether in con{lormity
with the basis of allocation herein set forth or®
otherwise. It {s hereby agreed that production
of unitized substances from a participating
area shall be allocated as provided herein
regardless of whether any wells are drilled
on any particular part or tract of the
participaling area. If any gas produced from
one participating area {s uaed for
repressuring or recycling purposes in another
participating area, the first gas withdrawn
from the latter participating ares for sale
during the life of this agreement, shall be
considered to be the gas s0 transferred. until
an amount equal to that transferred shall be
s0 produced {or sale and such gas shall be
allocated to the partidpating area from which

_initially produced as such area was defined

.
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ot the time that auch tranalerred gas {s finally
oduced and sold.

13. Development or operation of
ponpartidpating land or formations. Any
party hereto owning or controlling the
working interest in any unitized land having

thereon a regular, well location mey with the *

approval of the DMM, at such party’s sole

risk, costs, and expense, drill & well to test
. .any formation provided the well s outs{de

any participating area established {or the
formation, unless within 00 days of receipt of
notice from said party of his Intention to drill
the well, the Unit Operator electa and
comumences to drill the well In a like manner
as other wells are drilled by the Unit

Operator uader this agreement.

if any well drilled under this section by a
working Interest owner results in production
such that the land upan which it la situated
may properly be Included In & participating
srta, such participating area shall be
established or enlarged as provided in this
agreement and the well shall thereafter be
operated by the Unit Operator in accordance
with the terms of this agreement and the unit
operrting agreement. .

. If any well drilled under this section by a
working interest awmner that obtains
production In quantities insufficient ta justify
the Inclusion of the land upon which asuch

" well in situated in a partidipating ares, such
wel) may be operated and produced by the ',
party drilling the same, subject ta the
~onservation requirements of this agreement.

e royallies in amount or value of

-duction from any such well shall be paid

pecified in the underlying lease and
. o eements affected.

14, Royalty settlement. The United States
and any State and any royalty owner whols |
entitled to take in kind a share of the
substances now unitized hereunder shall
hereafter be entitled to the right to take in
kind its share of the unitized substances, and
Unit Operator, or the working interest owner
in case of the operation of a well by a
waorking interest owner as herein provided
for in special casey, shall make deliveries of
such royelty share taken in kitdin.
conformity with the applicable contracfs,
laws, and regulationa: Settlemen( forroyalty
interest not taken in kind shall be made by
‘working interest owners responsible therefor
under existing contracts, [aws and
regulalions, or by the Unit Operator on or .
before the Jast day of each month for unitized
subatances produced.during the preceding
calendar month; provided, however, that
nothing in thiz section shall operate to relieve
the lessees of any land from their respective
lease abligations for the paymént of‘any

royalties due under their leases,

If gas obtained from lands not suibject to
this agreement i’ introduced intd any
‘participaling area hereunder, for use {n
repressuring, stimulation of production, or -
increasing ultimate recovery, in conformity
with a plan of development and operation
~~proved by the DMM, a like emount of gas,

r settlement as herein provided for any

rransferred from any other participating
and with appropriate déduction lor loss

. any cause, may be withdrawn from the

formalion inte which the gas is introduced,
royalty free as (o dry gas, but not as lo any

i

products which may be extracted therefrom;
provided that such withdrawal shall be at
such tine as may be provided in the
approved plan of development and operation
or ap may otherwise ba consented to by the
DMM a» conforming to good petroleum
engineering practice: and provided further,
that such right of withdrawal shall terminate
on the termination of this unit agreement.

Royalty due the United States shall be
computed as provided In 30 CFR Part 221 and
paid In value or delivered in kind as 1o 4l
unitized subatances oa the basis of the
amounta thereof allocated to unitized Federal
land es provided in Section 12 at the rates
specified in the respective Federal leases, or
ut such other rate or rates as may be
‘authorized by law or regulation and approved
by the DMM: provided, that for leases on
which the royalty rate depends on the daily
average production per well, sald average
production shall be determined in accordance
with the operating regulations as though each
participating area were a single consolidated
lease.

15. Rental settlement. Rental or minimum
royalties due on leases committed hereto
shall be paid by appropriate working intérest
owners under existing contracts, laws, and
regulations, provided that nothing herein
contained shall operate to relieve the Jessees
of any land from their respective lease
obligations for the payment of eny rental or
minimum myalry due under their leases.
Rental or minimum royalty for lands of the
Uniled States subject to this agreement shall
be paid 2t the rale specified in the respective
leases from the United States unless such

.rental or minimum royalty is waived, .
suspended, or reduced by law or by approval
of the Secretary or his duly authorized
representative,

With respect to any lease on non—Federal
land containing provisions which would
terminate auch lease unless drilling
operations are commenced upon the land
covered thereby within the time therein
specified or rentals are pald for the privilege
of delerring such drilling operations, the

. rentals required thereby shall,

notwithstending any other provision of this
agreement, be deemed to accrue and become
payable during the'term thereof as extended
by this agreement and until the required
drilling-operations are commenced upon the
land covered thereby, or until some portion of-
such land is [ncluded within s purticipating
area,

18, Conservation Operations hereunder
and production of unitized substances shall
be conducted lo provide for the most
economical and efficient recovery of said
substances without waste, as defined by or
pursuant (o State or Federal law or
regulation.

17. Drainage. The Unit Operator shall take
such measures as the DMM deems
appropriate and adequate to prevent
drainage of unitized substances from unitized
land by wells on land not subject to this
agreement.

18. Leases and contracts conformed and
extended. The terms, conditions, and ]
provisions of all leasés, subleases, and other
contracts relating to exploration, drilling,
development, or operation for oil or gas on

lands committed to this agreement are hereby
expresaly modified and amended to the
extenl necessary to make the same conform

- to the provisions hereof, but otherwise to

- remala In full force and effect; and the parties
hereto hereby consent that the Secretary
shall and by hls approval hereol, or by the
approval hereof by his duly suthorized
representative, does bereby establish, alter,

. change, or revoke the drilling, producing,

rental, minimum royalty, and royalty
requirements of Federal leases committed
_bereto and the regulations in respect thereta.
to conform said requirements to the
provisions of this agreement, and, without
limiting the generality of tha foregoing, all
leases, subleases, and contracts are
particularly modified in accordance with the
foliowing:

(a) The development and operat:on of
lands subject to this agreement under the
terras hereof shall be deemed full
performance of all obligations for
development and operation with respect to -.
each and every separately owned tract
subject to this agreement, regardless of
whet.hcr there is any development of any

particular tract of the unit area.

(b} Drilling and producing operations .
performed hereunder upon any at that time,
such lease shall be extended for 2 years, and-
s0 tract of wnitized lands will be accepted
and deemed to be performed upon and for the
benefit of each and every tract of unitized

- land. and no lease shail be deemed to expire .

by teason of failure to drill or. produce wells
situated on the land therein embraced. ’
(<} Suspeasion of drilling or producing
operations on ell unitized lands pursuant to |
direction or consent of the DMM shall be
deemed to constitute such suspension
pursuant to such direction or consent as lo

“each and every tract of unitized land. A

suspension of drilling or producing operations

_limited to specified lands shall be applicable .

only to such lands.

(d} Each lease, sublease, or contract
relating to the exploration, drilling,
development, or operation for oil or gas of
lands other than those of the United States
comumitted to this agreement which, by its

. terms might expire prior to the termination of

this agreement, {s hereby extended beyond

_ any such term 8o provided therein so that it

shall be continned in full force and effact for
and during the term of this egreement.

(e} Any Federal lease committed hereto
shall continue in force beyond the term so
provided therein or by law 'as to the land

. committed so long as such lease remains
" " subject hereto, provided that production is

bad in paying quantities under this unit
sgreement prior to the expiration date of the
term of such lease, or in the event aclual
drilling operations are commenced on
unitized land. in accordance with the
provisions of this agreement, prior to the end
of the primary term of such lease and are
being diligently prosecuted long thereafter as
oil ar gas is producad in paying quantities in
accordance with the provisions of the
Mmeral Leasing Act, as amended.

{f) Each-sublease or contract relating to the,
operation and development of unitized
substances from lands of the United States

el IR B I C N R e
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commitled lo this agreement, which by its
terms would explre prior to the ime at which
the underlylag lease, as extended by the
immediately preceding paragraph, will expire
la hereby extended beyond any such term w0
provided thereln so that it lh:g be continued
in full force and effect for snd daring the tam
of the underlying lease as soch term is hereln
extended. .

(g) The segregation of any Pederal lease
committed ta this agreement Is governed by
the following provision in the fourth
paragraph of sec. 17{f} of the Mineral Leasing
Act. as amended by the Act of September 2,
1960 (74 Stat. 781784} (30 US.C. z28(j)}

Any [Federal] lease beretofore or hereafter
committed to any such [unit] plan embracing
lands that'are in part within and in part
outside of the area cavered by any such plan
shall be segregated into separate loases as to

lands coinniitted and the lands not committed

a3 of the effective date af anitizationr:
Provided, howaver, Thatl any sach lease as to
the nonunitized portion shall continue in
force and effect 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,

* {h) Any lease, other than a Federal leaze,
having only a portion of its lands committed
hereto shall be segregated as to the portion -
committed and the portion not committed,
and the provisions of such lease shall apply
separately to such segregated portions
commencing as of the effective date hereof.
In the zvent any such lease provides for a
lump-sum rentsl payment, such payment
shall be prorated between the pottions sa
segregated in proportion to the acreage of the
respective tracts. -

19. Covenants run with land. The
covenants hercin shall be construed to be |
covenants running with the land with respect
10 the interest of the parties bereto and their
successors in interest until this agreement
terminales, and any grant, transfer, or
conveyance of interest in land or leases
subject hereto shall be and hereby is
conditioned upon the assumption of all
privileges and obligatjons hereunder by the
grantee, transferee, orvther successor in
interest. No assignment or transfer of any
working interest. royafty. or other interest
subject hereto shall be binding upon Unit
Operator until the first day of the calendar
month after Unit Qperator is furnished with
the original, photostatic, or certified copy of.
the instrument of transfer.

20. Effective date’and term. This agrecment
shall become effectve upon approval by the
DMM and shall automatically terminate 5
years from said effective date unless:

{a) Upon application by the Unit Operator,
such date of expirstion is extended by the
DMM or

(b} It is reamonably determined prior to the

‘expiration of the fixed term or any extension
thereo! that the unitized land is incapnb!e of
'produchon of unitized substances in paying
quantities in the formations tested hereunder.
and after notice of inlention Io terminate this
agreement on such ground is given by the
Unit Operatar to all parties in interest at their
lest known sddresses. this agreement is
terminated with the approval of the DMM, or

"Oplirxlui subsection.

{c) A valuable discovery of unitized
substances has been made or accepted on
unitized land during said Initial tcrm or any
extersfon thereof, tn which event this
agreement shall remain b effect for such
term and so Jorg thereafier ae unitized
substances can be produced in quantities
suffident to pay for the cost of producing
same from wells on unitized land withia any
participating erea established hereunder.
Should preduction ccase and diligest drilling
operations to restore production or new
production are not in progress during the
period of nonprodaction, and production is
not restored or should new preduction not be
obtained In peying quantities on committed
lands within this unit area, this agreement
will antomatically terminate effective the last
day of the month in which the last unitized
prpduction occurred. or

(d} It is voluntarily terminated as provided
{n this agreement. This agreement may be
terminated at any time prior to the discovery
of wnitized substances which can be
produced in paying quantities by not leas than
75 per centum, on an acreage basis of the
working interest owners signatory hereto,
with the approval of the DMM. The Unit
Operator shall give notice of any such
approval to all parties hereto. Voluntary
termination may not occur during the first
year of this agreement unless at lsast one
obligation well has been drilled in
accordance with Section 8.

21. Rate of prospecting, development. and
prodonction. The DMM is hereby vested with
autbority to alter or modify from time to time,
in his discretion, the quantity and rate of
production under this agreement when such
quantity and rateé s not fixed pursuant to.
Federal or State law, or does not comlorm to
any Statewide voluntary conservatioa or
allocation program which is establish,
recognized, and geoerally adhered to by the
majority of operators in such State, The
above authority is hereby limited to
alteration or modifications which are in the
public interest and the purpose thereof, and
the public interest to be served must be
stated in the order of ajteration or
modification. Without regard to the foregoing,

““the DMM is also bereby vested with Aauthority

to alter of modify from time to time. in his
discretion, the rate of prospecting and
development and the quantity and rate of
production under this agreement when such
alteration or modification is in the Interest of
attaining the conservation objectives stated
in this agreement and is not in violation of
any epplicable Federal or State law.

Powers is this section vested in the DMM
shall only be exercised after notice to Unit
Operator and opportunity for hearing to be
held not less than 15 days from notice.

22, Appearances. Unit Operator shall, after
notice to other parties affécted, have the right
to appeer for and on behalf of any and ail
interests affected hereby before the
Department of the Interior and to appeal from
orders issued under the regulations of said
Department, or to apply for relief from any of
said regulations, or in any proceedings
relative to operationa before the Department,
or any other legally constituted authority:
provided, however, that any other interested
party shall also have the right at his own
expense 1o be heard {n any such proceeding.

23. Notices. All notices, demands, or
statements required hereunder to be givenor
rendered to the parties hereto ahall be in
writing and ahall be pervonally delivered to
the party or parties, or sent by postpaid

registered or'Certified mail, to the last-known
address of the party or parties.

24. No waiver of certain rights. Nothing
contained In this agreement shall be
construed as & walver by any party hereto of
the right to asaert any legal or constitutional]
right or defense as to the validity or Invalidity
of any law of the State where the unitized
lands are located, or of the United States, or
regulations jssued thereunder in any way
affecting such party, or as a walver by any
such party of any right beyond his or its
authority to walve.

25. Unavoidable delay. All obligations
under this agreemenl requiring the Unit
Operator to commence or conlinue drilling, or
to operate on or produce unitized substances
from any of the lands covered by this
agreement, shall be suspended while the Unit
Operator, despite the exercise of due care
aad diligence, is prevented from complying
with such obligations, in whole or in part, by
strikes, acts of Cod, Federal, State, or
municipal law or agencies, anavoidable,

" accidents, uncontrollable delays in

transportation, inability to oblain necessary
materiala or equipment in the open market, or
other malters beyond the reasonable control
of the Unit Operator whether similar to
matters herein epumerated or not. o
26. Nondiscrimination. In connection with
the performance of work under this
agreement, the Unit Operator agrees {o
comply with all the provisions of section 202
(1) to {7) tnclusive, of Executive Order 11245
{30 FR 12319).'as amended. which are hereby
incorporated by reference in this agreement.
27. Loss of title. In the event title to any
tract of unjtized land shall {2il and the true
owner cannot be induced to join in this uait
agreement, such tract shall be automatically
regarded as not commitied hereta, and there
shall be such readjustment of future costs
and benefits as may be required on account
of the Joas of such title. In the event of a
dispute as to title to any royalty, working
interest, or other Interests subject thereto,

" payment or delivery on account thereof may
be withheld without lebility for interest until o

the dispute is finally sattied: provided, that,
as to Federzl lands or leases, no payments of
funds due the United States shall be
withheld, but such funds ahsll be deposited
as directed by the DMM 1o be held a3
uneamed money pending [inal settlement of
the title d:lpulc. and-then applied as earmed
or returned in accordance wuh such final
settlement.

Unit Operator as such is relieved from any
responsibility for any defect or failure of any
title hereunder.

28. Nonjoinder and subsequent joinder. If
the cwner of any substantial interestin a
tract within the unit ares fails or refuses to
subscribe or consent to this sgreement, the
owner of the working intercs! in that tract
may withdraw the trect from this agreement
by written notice delivered to the DMM and
the Unit Operator prior to the approval of this
agreement by the DMM. Any oil or gas

- h——-
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interests [n lands within tha unit area not
committed hereto prior to final approval may
thereafter be commiltied herato by the owner
or owners thereof subscribing or consenting
to this agreement, and, {f the interest s a
working interest. by the owner of such
interest also subscribing to the unit operuting
sgreement. After operations are commenced
hereunder, the right of subsequent Joinder. as
provided in this section, by a working intereat
owner is subject to auch requirements or
approval{s). il any, pertaining 1o such joinder,
as may be provided for in the unit operating
agreement. After final approval hereof,
joinder by a nonworking interest owmer must
be consented to in writing by the working
interest owner coounitted bereto and
responsible for the payment of any benefita
that may accrue hereunder in bebalf of such
nonworking interest. A nonworking inlerest
may nol be committed to this unit agreement
unless the corresponding working interest is
commilted hereto. Joinder to the unit
agreement by a working interest owner, at
any time, must be accompanied by
appropriate joinder to the unit operating
agreement, in order for the Interest 1o 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 sl
or any papers necessary to establish effective
commitment of any tract to this agreement.

* 29. Counterparts. This agreement may be
rxecuted in any number of counterparts, no
ane of which needs to be executed by all
parties or may be ratified or consented to by
separate instrument in writing specifically
referring hereto and shsll be binding upon all
those parties who have executed such a
counterpart, ratification, or cousent hereto
with the same force and effect as if all such
parties had signed the same document, and
regardiess of whether or not it is executed by
all other parties owning or claiming an
interest In the lands within the above-
described unit area. .

* Swrender. Nothing in this agreement
ahall prohibit the exercise by any working
interest owner of the right to swrender
vested in such party by any lease, sublease,
or operating agreement as 1o all or any part
of the lands covered thereby, provided that
each party who will or might acquire such
working interest by such surrender or by
forfeiture as hereafter set forth, is bound by
the terms of this agreement.

if a8 a result of any such surrender, the
working interest righta as to such lands
become vested in any party other than the fee
owner of the unitized substances, said party
may forfeit such rights and further benefita
from operation hereunder as to said land ta
the party next in the chain of title who shall
be and become the owner of such working
interest.

if a5 the result of any such surrender of

rfeiture working interest rights become
:8led in the fee awner of the unitized
bstances, such owner may:

*Optional sections and subsection. (Agreements
submitted for final approvsl should not identify any
provision a4 “optional ”)

(1) Accept those working interest rights
subfect {o this agreement and the unit
operating agreement: or

(2} Lease the portion of such land as s
included In & participating arca established

‘hereunder subject to this agreement and the

unit operating agreement; or

{3} Provide for the independent operation
of any part of such land that ia not then
included within e participating area
established bereunder.

Hf the fee owner of the unitized substances
does not accept the working intereat rights
subject to this agreement and the unit
operating agreement or lease such lands as
above provided within 8 months after
surrendered or [orfeited, working Interest
rights-become vested in the fee. owner; the
bénefits and obligations of operations
accruing to such lands under this agreement
and the unil operating agreement shall be
shared by the remaining owners af unitized
working inlerests in accordance with their

" respective working interest ownerships, and

such owners of working interests shall
compensate the fee owner of unitized
substances in such lands by paying sums to
the rentals, minimum royalties, and royalties
applicable to such lands under the lease in
effect when the lands were unitized.

An appropriate accounting and settlement
shall be made for all benefits accruing to or
payments and expenditures made or incurred
on behalf of such surrendered or forfeited
working interest subsequent to the date of
swrender or forfeiture, and payment of any
moneya found to be owing by such an
accounting shall be made as between the
parties within 30 days.

The exercise of any right vestedin a
working interest owner to reassign such
waorking interest to the party from whom
obtained shall be subject to the same
conditions as aet forth in this section in
regard to the exercise of a right to surrender.

*31. Taxes. The working interest ownerz
shall render and pay for their account and the
account of the royalty owners all valid taxes
on or measured by the unjtized substances in
and under or that may be produced, gathered
and sold from the land covered by this
agreement afterfits effective date, or upon the
proceeds derived therefrom, The working
fnterest owners on each tract shall and may
charge the proper proportion of said taxes to
royalty owners having interests in said tract.
and may currently retain and deduct
sufficient amount of the unitized subatances
or derivative products, or net proceeds
thereof from the allocated share of each
royalty owner to secure reimbursement for
the taxea so paid. No auch taxes shall be
charged to the Uniled States or the State of
or to any lessor who has a contract
with his lessee which requires the lessee to
pay such taxes.

*32. No partnership. It s expressly agreed
that the relation of the parties hereto is that
of independent contractors and nothing
contained in this agreement, expressed or
implied. nor any operations conducted
bereunder, shall create or be deemed to have
created a partnerhip or association between
the parties hereto or any of them.

In witness whereof, the parties hereto have
caused this agreement to be executed and

have set oppasite thelr respective names the
date of execuﬁqq. )

Unit Operator; Working Interest OQwners

- General Guidelines

1. Executed agreement to be legally
complete. .

2. Agreement submitted for epproval must
contein Exhibit A and B in accordance with
models shown In §§ 228.13 and 226.14.

3. Consents should be identified {in pencil}
by tract numbers as listed in Exhibit B and
assembled in that order as far as practical.
Unit sgreements submitted for epproval shall
include a list of the overriding royalty interest
owners who bave executed ratifications of
the unit agreement. Subsequent joinders by
overriding royalty Interest owners shall be
submitted in the same manner, except each
must include or be accompanied by a
statement lhat the corresponding working
interest owner has consented in writing.
Original ratifications of overriding royality
owners will be kept on file by the Unit
Operator or his designated agent.

4. All leases held by option should be noted
on Exhibit B with an explanation as to the
type of option, f.e., whether {or operating )
rights only. for full leasehold record title, or 3
for certain interests to be earned by :
performance. In all instances, optionee
committing such interests is expected to
exercise option promptly.

5. All owners of mineral interests must be
invited to join the unit agreement, and
statement to that effect must accompany
executed agreement, together with summary
of results of such invitations. A written
reason for all interest owners who have not
joined shall be furnished by the unit operator.

8. In 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 to lands under
the jurisdiction of the United States Fish and
wildlife Service.”

7. 1n the event National Forest System
lands are included within the unijt area. add
the following section:

“Forest Land Stipulation. Notwithstanding
any other terms and coaditions contained in
this agreement, all of the stipulations and
conditions of the individual leases between
the United States and its lessees or their
succeasors or assigns 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 this
agreement bad not been entered into. and ne
modification thereof is authorized except
with the prior consent in writing of the
Regional Forester, United States Forest
Service, —————, -

8. In the evenl National Forest System
lands within the Jackson Hole Area of
Wyoming are included within the unit area,
additional “special” stipulations may be
required to be included in the unit agreement
by the U.S. Forest Service, including the

. Jackson Hole Special Stipulalion.

9. In the event reclamation lands are
{ncluded, add the following as a new section:

P A

o

- W s


http:worlr.i.og

)

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

25262

p

“Reclamation Lands. Nothing in this
agreement shall modily the special. Federal
lease stipulations epplicable to lands under
the jurisdiction of the Bureau of
Reclamation.”

10. In the even! a powersite is embraced In
the proposed erea, the following section
should be added:

. “Powersile., Nolhing in this agreement shall
modify the special, Federal lesse stipulations
applicable to lands under \he jurisdiction of

the Federal Energy Regulatory Commission.™

11. In the even! special surface stipulations
have been attached to any of the Federal oil
and gas leases to be included, add the
following section:

“Special surface stipulations. Nothing in
this agreement shall modify the special
Federal lease stipulations attached to tha
individual Federal oil and gas leases.”

12.1n the event State lands are included in
the proposed area. add the appropriate State

Lands Section as a new section.
{See 30 CFR 228.7(a})

13, In the event restricted Indian lands are
Involved, consult the DMM regarding
appropriate requirements under 30 CFR
228.7{b}.

Certification—-Determination

Pursuant to the authority vested in the
Secretary of the Interior, under the act
approved February 25, 1920, 41 Stat. 437, a3
amended, 30 US.C. sec 181, et seq.. end
delegated to the appropriate Deputy Minerals
Manager of the Minerals Management
Service under the authority of 30 CFR 228, [
do hereby:

A Approve the sttached agreement for the

development and operation of the w——wee—,

Unit Area, State of A
B. Certi{ly and determine that the unit plan
of development and operation contemplated

In the altached agreemenl is necessaty and
advisable in the public interest for the
purpose of more properly conserving the
natural resources,

C. Certily and determine that the drilling,
producing. rental minimum royalty, and
royalty requirements of all Federal lease
committed to said agreement are hereby
established, altered. changed. or revoked to
conform with the terms and conditions of thiy
agreement.

Dated

Deputy Minecrals Manager—0il and Gas,”
Minarals Management Service.
*In Eastern and Alaska Regions, Deputy
Minerals Manager—Onshore Minerals.,
Contract Number

BULLING COOE 431034
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§226.13 Model of sxhibit A,

Company Name
Exhibit_A
" Swan Unit Area
Campbell County, Wyoming

R. 53 W.
| DEER____| FROST FROST
6-30-88 6-30-81 6-30-81
16 {2 15 (D 12 ()
78620 W - 8470 W - 8470
FROST N dviTHN Y FROST
5-30-85 5-31-82 6-30-81
21 (3 22 N\ z(® | O ~
| \ . :_....... T
W -41345 N \J.). Cook W - 8470 W - 539701 o
FROST DEER et al. DEER HOLDER__» N
6-30-85 12-31-85 2-28-86(E X~~~ .
]
28 27 26 25—
® ® ® o
12:3185(5h -~
W . 41345 W - 41679 W.52780 |W.52780 1
DEERetal. A DEER N\ Y DEER DEER 1+ |
—_
6-30-85 y 7-30-81_ |6-30-88 __ +——-
. 33 35 —— 36>
T
L
W - 41679 W-9123 {78-620
. @ Means tract number as listed on Exhibit B
Public Land
State Land
N \ Patented tand Scale - Generally 27" = 1 mile.

Include acreage for all irregular sections and lots.

BILLING CODE 4310-MA~C
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§726.14 Model of Exhibit B

ExHian B.—Swan UNIT AREA, CAMPBELL COUNTY, WYO.

these presenta,

The condilion of the foregoing obligation is
such, that, whereas the Secretary of the
Interior on — {Date) approyed under the
provisions of the Act of February 25, 1920, 41
Stat. 437, 30 U.S.C. secs. 181, ef seq., as
amended by the Act of August 8, 1948, 60
Stat. 950, a unit agreement for the
development and operation of the
{Name of unit and State); and

Whereas said Principal and record owners
of unilized substances, pursuant to said unit
agreement, have entered into certain
covenants and agreements as sel forth
therein. under which operations are to be
conducted: and

Trect ption of mnd Humber of | Sevid Na. ad expiestion s«tw-«d Lonsee of record Cveridng royaity and Working imtovest and
Ne, Derorpto ~cres dats Of ase Cwneratvp perCuniage . | (Decoent) percontage . percanisge
Al In the aee of THN-
RSP 8onP ad, .
Feders! Land
1iSec.lar A | 192000 | W-3470, June 30, 1981__| .Sz AN T. J. Cook 100 T. J. Cook 2 Froet O Ca, 100,
Sec 15; Ad
Soc. 2k AR, .
2{Sec AS: AN ... | 640,00 | W-0123, Juty 30, 1981 | U.S: Ax O M Odom 100______ 1O MGCdomn 1 . __ | Dwer 08 Co, 100,
Q2 Sec 21 AR ) 120000 | Wet1345, June 30, 1908 fUSI AN [ kax Pen 50 . Max Pwn 3 Frowt il Co, 100,
Sec 26 AR Sam Smak 50 Sam SmaN Ve ]
4fSec. 2 AN ] 128000 | Wet1579 Jra 30, 1088 _[USTAX | Al Presn 300 Al Preen 2 Ower OF Co, 50,
Sec. 33: AN Deer OX Co. 50.
5] Sec, 260 AN____ T — P61.50 [ W-52730 [VESN | Oeer O Ca 100 11 G Goodn2 .} Dee Ok Co, 100,
Sec, 25. Lots 2.4, SW/4 W/ |
ZSEl4,
8 | Sec. 247 Lots 123 W/2 W 965.00 | W-53970, Feb. 28, 1986 _[US: AN 1T H Holder 100 . H. Holder 100,
| ZEr2 Am. .
Sec. 25! Lot 1.2NW/4W/
2NE/4,
6 Fodwrs wacts 7,047 30 acyes or 88.76 pct of unit ares,
State Land
TiSec 16 Ak 1,280.00 | 6587430, Aug 31,1985 IS An .. Oeer Od Ca. 100 T.1T.Tmo 2 Deor Oi Co, 100,
Sec. 36 Lots 3,234 W12 W/
2672 (A, 1
t Stale vact 1,280.60 wcres o 12,40 pct of it area.
Patemied Land LI g
8| Sec. 13: Lots 1.23.4.Ww/2w/ 641.20 | Aug, 2, 1074 e 4 .G SmiT 100 ..o Dove O% Co, 100 Doe O4 Co. 100,
2€/2 (Al
9| Sew 22 Mo 540.00 | Sopt. 15, 1978 oo | T. & CoOKI 100 ... | W, W, Serion 100 Sam Spade b .| W. W, Seitn 100,
10| Soc. I AL o 84000 [ June 1, 1978 o | A A ADen: 7S] Deer O3 Co, 100 . Deoer O Ca, 100, .
LPCam 25 '
3 patented vacts 1,921.20 acrws of 18.75 pct of uril aea
l Total: 11 wracts 10,249, 10 »ras n entrs LNt arna
§ 226.15 Model collective bond. Whereas said Principal as Unit Operator *  Signed, sealed. and delivered this —— day
. bas assumed the duties and obligations of the  of . 13—, in the presence of:
Coliective Corporate Surety Bond respective owners of unitized substances as :
Know all men by thes.e presents. That we, defined in laiq um! agreement: and Witnesses:
~—————— (Name of unit operator), signing Whereas said Principal and Surety agree to :
as Principsl, for and on behalf of the record remain bound in the full arnount of the bond —
owners of unitized substances now or for failure to comply with the terms of the {Principal)
hereafter covered by the unit agreement for unit agreement. _and the payment of rentals,
the {Name of unit), approved minimum royalties, and r.oyalt:es d.ue un-der
{Date) {Name and address the Federal leases committed to said unit
of Surety), as Surety are jointly and severally sg;e{;ment; ‘;}':d,_ tv hereb . {Surety}
held and firmmly bound unto the United States ereas the surely hereDy walves any
 of America in {he sum of (Amount of right of notice of end agrees that this bond §226.16 Model for designation of
bond) Dollars, law{ul morey of the United may remain in force and effect zuccessor unlt operator by working
States, for the use and benefit of and to be notw‘ithslandil:lg.: h . Inlere'st awners.
paid to the United States and any entryman (s) Any additions to or change in the Designation of successor Unit Operator
or patentee.of any portion of the unitized ownership of the unitized substances herein Unit Area, County of . State
. . described; . f
land here-to-fore entered or patented with the - N . - of ——— No. ——.
reservation of the oil or gas deposits to the .{b) Any suspension of the drilling or This indenture, dated as of the — day of
United States, for which pa nt. well and producing requirements or waiver. , 19—, by and between 3
- = payment. well an suspension, or reduction of rental or bereinafter designated as “First Party.” and
truly to be made, we bind i 4 ereinafler designated as “First Party,” an.
y N ourseives, an minimum royalty paymentz or reduction of iti ing i
each of us, and each of hei ¢ 14 payment the owners of ynitized working interests,
sdministrat ot our elg"ex.em g“' royaltiea pursuant to applicable laws or hereinafter designated as “Second Parties.”
inistrators, succesaors, and assigns by regulstions thereunder: and Witnesseth: Whereas under the provisions

Whereas said Principal and Surety agree to  of the Act of February 25, 1920, 41 Stat. 437,
the payment of compensatory royalty under 30 U.S5.C. secs. 181, et seq.. as amended by
the regulations of the Intedor Department in the Act of August 8, 1948, 80 Stat. 950, the
lieu of drilling necessary offset wells in the Secretary of the Interior, on the — day of
event of drainege: and . 19—, approve a unit agreement {or the

Whereas nothing herein contained shall Unit Area. wherein is
preclude the Uniled States {from requiring an  designated ss Unit Operator: and
additional bond at any time when deemed Wheress said has resigned as such
necessary: Operator.” and the designation of a successor

Now, therefore, if the said Principal shall
faithfully comply with all of the provisions of
the above-indentified unit agreement and

with the terms of the Jeases committed ' Where the designation of & successor Unit
thereto, then the above obligation is to be of Operator is required for any reason other than

no e{fect: otherwise to remalin in full force resignation. such reason shall be substituted for the
and virtue. one alated.
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Re: Expanding Participating Areas Inside Federal Units, The Henry Unit

Example

» 1985,

APPROVED this day of
BALL ASSOCIATES, LTD.

By

Date

UTAH DIVISION OF PUBLIC UTILITIES

By
Date

PRICE WATERHOUSE

By
Date

STAFF OF WYOMING PUBLIC SERVICE
COMMISSION

By
Date




