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UNIT AGREEMENT FOR OUTER CONTINENTAL SHELF
EXPLORATION, DEVELOPMENT, AND PRODUCTION OPERATIONS
POINT PEDERNALES UNIT
SANTA MARIA BASIN
OFFSHORE CALFORNIA

WITNESSETH:

WHEREAS, section 5(a) of the Act authorizes the Secretary
of the Interior (Secretary) to prescribe rules and Regulations
which shall provide for unitization, pooling, and drilling
agreements;

WHEREAS, pursuant to the rules and Regqulations of the
Secretary, 30 CFR 250.50, et seqg., it is deemed to be in the
interest of conservation, prevention of waste, and protection
of correlative rights to unitize the oil and gas interests in
the Unit Area; and

WHEREAS, it is deemed to be in the interest of
conservation to conduct exploration, development, and
production operations in the Unit Area as though the area were
subject to a single Lease;

NOW, THEREFORE, in consideration of the premises and

promises contained herein, it is agreed that:

ARTICLE I
DEFINITIONS
The following definitions of terms shall apply to this
Agreement:
ACT means the OCS Lands Act of 1953, as amended, 43 U.S.C.

1331, et sed.



AGREEMENT means this Unit Agreement, approved by the
Regional Director for conducting exploration, development, and
production operations within the Unit Area.

BLOCK means an area designated as a Block on a U.S.
Official Leasing Protraction Diagram for an area of the 0CsS.

LEASE means, according to the context, an oil and gas
lease issued or maintained pursuant to the Act, or a specific
area of the OCS for which the United States has conveyed the
exclusive right and privilege to drill for, extract, remove,
and dispose of o0il and gas deposits.

PARTICIPATING AREA is that part of the Unit Area that is
reasonably proven by well tests, geological or geophysical
information, or engineering data to be capable of producing
hydrocarbons in Paying Quantities.

PAYING QUANTITIES means the production of oil and/or gas
in quantities sufficient to yield a return in excess of
operating costs.

REGIONAL DIRECTOR means the Regional Director of the
Minerals Management Service, U. S. Department of the Interior
(DOI), or a designee, authorized and empowered to regulate and
approve unit operations.

REGIONAL SUPERVISOR means the Regional Supervisor, Office
of Field Operations of the Minerals Management Service, DOI, or
a designee, authorized and empowered to regulate and approve

unit operations.












EXXON CORPORATION MOBIL EXPLORATION AND PRODUCING

Attn: Division Manager NORTH AMERICA INC.
225 W. Hillcrest Drive Attn: R. G. McCracken
Thousand Oaks, California 91360 1225 17th Street

Denver, Colorado 80202
PHILLIPS PETROLEUM COMPANY
Attn: Marvin Richardson

8055 East Tufts Avenue Pkwy
Denver, Colorado 80237

ARTICLE IX
PLAN OF OPERATION

9.1 The Unit Operator shall submit a plan of operation
which is consistent with the requirements for Exploration Plans
or Development and Production Plans as required by the Act,
Subpart B of 30 CFR Part 250, and other sections of the
Regulations. All operations within the Unit Area shall be
conducted in accordance with an approved plan.

9.2 When no oil or gas is being produced in Paying
Quantities from the Unit Area and when a Lease within the Unit
Area is beyond its primary term, a continuous drilling or well
reworking program shall be maintained with lapses of no more
than 90 days per lapse between such operations unless a
suspension of production or other operations has been ordered
or approved by the Regional Director. Plans may call for a
cessation of drilling operations for a reasonable period of
time between the discovery and delineation of a Reservoir when

such a cessation in drilling activities is warranted to permit

-11-



the design, fabrication, and erection of platforms and other
installations needed for development and production operations,
provided a suspension of production or other operations has
been ordered or approved by the Regional Director.

9.3 An acceptable initial plan of operation shall be
submitted at the time this Agreement is filed for the Regional
Director's approval. Each plan of operation shall expire on
the date specified in the plan. At least 60 days before the
scheduled expiration of any plan, unless the Regional
Supervisor grants an extension for good cause, the Unit
Operator shall file an acceptable subsequent plan of operation
for approval in accordance with this Article. If the Regional
Supervisor determines that a subsequent plan of operaﬁion is
unacceptable, the Regional Supervisor will provide the Unit
Operator a timely written notice stating the reasons therefore.

ARTICLE X
REVISION OF UNIT AREA

10.1 The Unit Area may be revised by additions necessary
for unit operations or for the inclusion of an area capable of
producing oil and/or gas in Paying Quantities whenever such
action appears proper to include additional lands, or may be
further revised by the contraction of the Unit Area when such
contraction is necessary or advisable to conform with the

purposes of this Agreement. Such additions or contractions
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shall be initiated by the Unit Operator after preliminary
concurrence of the Regional Supervisor or on demand of the
Regional Supervisor. If additions or contractions are prompted
by demand of the Regional Supervisor, the Regional Supervisor
will provide a 90 day notice to the Unit Operator before
rendering his decision. The Unit Operator will submit' comments
thereto from the Working Interest Owners prior to the
expiration of the 90 day period. The Regional Supervisor will
render his decision after due consideration of all pertinent
information. The effective date of any expansion or
contraction of the Unit Area shall be the first of the month
following the date of approval of the expansion or contraction
by the Regional Supervisor. However, a more appropriate
effective date may be used if justified by the Unit Operator
and approved by the Regional Supervisor.

10.2 The Unit Area shall not be reduced on account of the
depletion of the Unitized Substances for which it was
established, but the Unit Area established under the provisions
of this Article shall terminate automatically whenever

operations are permanently abandoned in the Unit.
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ARTICLE XI
PARTICIPATING AREAS

Prior to commencement of sustained production of

Substances, or as soon thereafter as required by the
Supervisor, the Unit Operator shall submit to the

Supervisor, as Exhibit "C", a schedule by Lease

all land reasonably proven to be capable of producing
Unitized Substances in Paying Quantities by the
drilling and completion or testing of wells,
geological or geophysical information, or engineering
data; and

the Tract Participation of each Lease as provided in
Article XII; and

the schedule and procedure that will be used for any
redetermination of Tract Participations.

lands in said schedule, upon approval thereof by the

Supervisor, shall constitute the initial Participating

Area, effective as of the date such production commences. The

Participating Area shall be described in parcels no smaller

than 1/4 x 1/4 x 1/4 Blocks.

11.2

A separate Participating Area may be established for

cach accumulation of Unitized Substances or for any group

thereof which is produced as a single pool or zone and any two

or more Participating Areas so established may be combined into

one, all subject to approval of the Regional Supervisor. For
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each Participating Area, an Exhibit "C" shall be submitted for
approval of the Regional Supervisor prior to the commencement
of sustained production of Unitized Substances therefrom. The
effective date of such Participating Area shall be the date
sustained production commences. However, a more appropriate
effective date may be used if justified by the Unit Operator
and approved by the Regional Supervisor.

11.3 Subject to approval of the Regional Supervisor, the
Participating Area(s) so established shall be revised from time
to time to include additional land reasonably proven to be
productive in the same manner as provided in paragraph 11.1 of
this Article, or lands proven not to be productive to be
excluded in the same manner, and Exhibit "C" shall be revised
accordingly. The effective date of any revision shall be the
first of the month in which.the information is obtained which
pro?ides the basis for the approval of the revision by the
Regional Supervisor. However, a more appropriate effective
date may be used if justified by the Unit Operator and approved
by the Regional Supervisor. No land shall be excluded from the
Participating Area(s) on account of depletion of the Unitized
Substances,

11.4 Nothing herein contained shall be construed as
requiring any retroactive adjustment for production obtained
prior to the effective date of the revision of the

Participating Area.
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ARTICLE XII

ALLOCATION OF PRODUCTION

12.1 Each Working Interest Owner shall be responsible for
and pay its Tract Participation share of all production
royalties and make deliveries of 0il and gas which are payments
of royalties taken-in~kind or which, pursuant to the Act, are
purchased by the United States. The royalty payments under
Leases subject hereto shall be based and calculated in
accordance with the Leases and Regulations upon the production
allocated to the Leases as specifically provided herein.

12.2 Unitized Substances produced from a Participating
Area shall be allocated to each Lease within that Participating
Area in proportion to such Lease's approved Tract Participatioh
as will be set forth in Exhibit "C". The oil and gas saved,
removed, or sold from a Participating Area shall be allocated
in this manner, regardless of where any well is drilled and
produced from such Participating Area. Tract Participations
may be redetermined from time to time in accordance with the
schedules and procedures of Exhibit "C". The Unit Operator
shall furnish the Regional Supervisor geological and
engineering maps and data sufficient to support the Tract

Participations proposed by the Working Interest Owners.
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12,3 If a well produces Unitized Substances outside a
Participating Area and production from such well is
insufficient to justify inclusion in a Participating Area, then
the production from such well will be allocated to the
underlying Lease.

12.4 0il and gas produced from the Unit Area prior to the
effective date of this Agreement shall not be allocated under
this Agreement.

12.5 For the purpose of determining royalty obligations,
Unitized Substances on which royalty has been paid and which
are used for repressuring, stimulation of production, or
increasing ultimate recovery from the Unit Area, may be deemed
to be a portion of the gas and liquid hydrocarbon substances
subsequently saved, removed, or sold from the Unit Area. In
such instances, a like amount of gas and liquid hydrocarbon
substances similaf to that previously used may be saved,
removed, or sold, from the Unit Area without paying a royalty
thereon. However, as to gas, only dry gas and not products
extracted therefrom may be subsequently saved, removed, or sold
rovalty-free. The royalty-free withdrawal shall be
accomplished in accordance with an approved plan of operations
and the amounts of gas and liquid hydrocarbon substances
withdrawn that are to be recognized as free of royalty charges
shall be computed in accordance with a formula approved or

prescribed by the Regional Supervisor. Any withdrawal of
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royalty-free gas or liquid hydrocarbon substances shall
terminate upon the termination of this Agreement, unless
otherwise permitted. For the purposes of this paragraph,
liquid hydrocarbon substances include natural gasoline and
liquid petroleum gas fractions.
ARTICLE XIII
AUTOMATIC ADJUSTMENT OF UNIT AREA

13.1 Any Lease({(s) not entitled to receive an allocation
of Unitized Substances on the tenth anniversary of the
effective date of the initial Participating Area established
under this Agreement, shall be eliminated automatically from
the Unit Area as of said tenth anniversary; and thereafter, the
Unit Area shall only be comprised of the Participating Areaf(s)
subjeéé‘to the provisions of Articles X and XVII.

13.2 1If a Lease is no longer subject to this Agreement in
accordance with the provisions of this Article, that Lease
shall only be maintained and continued in force and effect in
accordance with the terms and provisions contained in the Act,

Regulations, and the Lease.
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ARTICLE XIV
RELINQUISHMENT OF LEASES

Pursuant to the provisions of the Leases and applicable
Regulations, a lessee of record shall, subject to the
provisions of the Unit Operating Agreement, have the right to
relinquish any of its interests committed hereto, in whole or
in part, provided that no relinquishment shall be made of any
interests within a Participating Area without the prior
approval of the Regional Supervisor. In the event such
relinquishments result in the leasehold interest of only one
Lease remaining committed hereto, this Agreement shall
terminate automatically effective as of the date that only one
Lease remains subject to the Agreement.

ARTICLE XV
RENTALS AND MINIMUM ROYALTIES

15.1 Rentals or minimum royalties due on Leases committed
hereto shall be paid by the Working Interest Owners responsible
therefore at the time and rate(s) specified in their respective
Lease from the United States unless such rental or minimum
royalty is suspended or reduced by law or by approval of the
Secretary.

15.2 1If there is production from the Unit Area during the
Lease year, the amount of royalty paia for production allocated
to a Lease during the Lease year shall be credited against the

minimum royalty obligation of the Lease.
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ARTICLE XVI
EFFECTIVE DATE AND TERMINATION

16.1 This Agreement shall be effective on the date of
approval by the Regional Director and shall terminate (a)
pursuant to the provisions of Article XIV; or (b) when oil and
gas is no longer being produced from the Unit Area and drilling
or well-reworking operations are no longer being conducted in
accordance with the provisions of Article IX of this
Agreement, If the Regional Director has ordered or approved a
suspension of operations or production on all or part of the
Unit Area pursuant to the Regulations, this Agreement shall be
continued in force and effect for the period of time equal to
the length of the authorized suspension and thereafter so long
as operations are being conducted in accordance with the
provisions of Article IX herein.

16.2 This Agreement may be terminated, with the approval
of the Regional Director, at any time by an affirmative vote of
the Working Interest Owners as specified in the Unit Operating
Agreement,

ARTICLE XVII
LEASES AND CONTRACTS CONFORMED AND EXTENDED

17.1 The terms, conditions, and provisions of all Leases,

subleases, and other contracts related to exploration,

drilling, development, or production operations for o0il or gas
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on lands committed to this Agreement are hereby modified and
amended only to the extent necessary to make the same conform
to the provisions hereof but otherwise shall remain in force
and effect.

17.2 The Regional Director, by the approval hereof, does
hereby establish, alter, suspend, change, or revoke the
drilling, production, rental, minimum royalty, and royalty
requirements of the Federal Leases committed hereto, to conform
said requirements to the provisions of this Agreement, and
without limiting the generality of the foregoing, all Leases,
subleases, and contracts are particularly modified in

accordance with the following:

(a) Drilling and/or producing operations performed
hereunder upon any unitized Lease will be accepted and
deemed to be performed upon and for the benefit of each
and every unitized Lease, and no Lease committed to this
Agreement shall be deemed to expire by reason of failure
to drill or produce a well thereon.

(b) Suspension of drilling or producing operations on all
unitized lands, pursuant to direction or consent of the
Secretary or a duly authorized representative, shall be
deemed to constitute such suspension pursuant to such
direction or consent as to each and every unitized Lease.

(c) Each lease committed hereto shall continue in force
as to all lands covered thereby for the term so provided
therein or as extended by law and so long thereafter:

(1) as gas or oil and/or condensate is produced from a
unit well in Paying Quantities;

(2) drilling or well-reworking operations pursuant to
the Regulations are conducted within the Unit Area; or

(3) operations are suspended hereunder as provided
herein;

and operations are being conducted pursuant to the
provisions of Article IX of this Agreement. This
subsection shall not operate to continue in force any

whole Lease excluded from the Unit Area by adjustment.
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17.3 Upon termination of this Agreement, the Leases
committed hereto may be continued in force and effect in
accordance with the terms and conditions contained in the Act,
the Regulations, and the Leases.

ARTICLE XVIII
COUNTERPARTS

This Agreement may be executed in any number of
counterparts, no one of which needs to be executed by all
parties. If this Agreement is executed in counterparts, all
counterparts taken together shall have the same effect as if
all parties had signed the same instrument.

ARTICLE XIX
SUBSEQUENT JOINDER

The Regional Supervisor may order or, upon request,
approve a subsequent joinder to this Agreement pursuant to the
expansion provisions of Article X. A request for a subsequent
joinder shall be accompanied by a signed counterpart to this
Agreement and shall be submitted by the Unit Operator at the
time a notice of proposed expansion is submitted pursuant to
Article X. A subsequent joinder shall be subject to the
requirements which may be contained in the Unit Operating
Agreement, if any, except that the Regional Supervisor may
require modifications of any provision in the Unit Operating

Agreement if that provision would prohibit a subsequent joinder.
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