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UNIT: AGREEMENT FOR THE DEVELOPFMENT AND
OPERATION OF THE ROS
COUNTIES OF SAN JUAN AND RIO ARRIBA,
STATE OF NEW MEXICO ,

I-Sec. No. 587

_ THIS AGREEMENT, entered into as of the _6th day of _January 19 48,
by and between the parties subscribing, ratifying, or consenting hereto, and

herein referred to as the "parties hereto";

WITNESSETH:
WHEREAS, the parties hereto are the owners of working, royalty, or other
~3
oif or gas interests in the unit area subject to this agreemsnt; and gg
' o

WHEREAS, the act of February 25, 1920, 41 Stat. 437, 30 U.S5.C. Sec. 181, 7=

e

et. seq., as amended by the act of August 3, 1946, 60 Stat. 950, authorizes Fed- 2d
eral lessees énd their representatives to unite with each other, or jointly or .

separately with others, in collectively adopting and operating under a cooperative L

.or unit plan of development or operation of any oil or gas pool, fiel&, or liks -
area, or any part thereof, for the purpose of more properly conserving the natural
resourc;s thereof whenever determined and cirtified by the Secretary of the Inte-
rior to be necessary or advisable in the public interest; and
WHEREAS, the Commissioner of Public Lands of the State of New Mexlco 1is
authorized by an Act of the Leglslature (Chap. 38, Laws 1943) to consent to or ap-
prove thls agreement on behalf of the State of New Mexico, insofar as it covers
and includes lands and minsral interests of the State of New Mexico; and
WHEHEAS, the 0il Conservation Commission of the State of New Mexiso 1s
authorized by an Azt of the Legislature (Chap. 72, Laws 1935) to approve this
agresmsnt and the conservation provisions hersof;
. WHEREAS, the parties hereto hold sufficient interests in the Rosa Unit
Arsa to give reasonably effective control of operations therein; and
WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevenﬁ waste, -and secure other benefits obtainable through develop-
mané and operation of the area subject to this agreemont under the terms, condi-
tions and limitations herein set forth;
.NOH, THEREFORE, in consideration of the premises and the promises herein
contained, the parties hereto commit to this agreement their respective intereass
in the unit area and agree severally amon;; themselves as follows:

12-8-47 BEFORE THE OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
Case No. 14521 Iixhibit No. 2 ) . .
Submitted by: ﬂﬂ.S a Wy 7 Ale /0
WILLIAMS PRODUCTION CO., LLC )
Hearing Date: July 29, 2010
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1. ELABLING ACT AND REGULATIONS: The act of February 25, 1520, as

amended, supra, and all valid pertinent regulations, including operating and unit

plan regulations, heretofore issued thereunder or valid pertinent and reasonabls

regulations hereafter issued thereunder are accepfed and made a part of this‘agree—
ment, and as to non-~Federal land applicable State laws are accepted and made part
of this agreement. |
2. UJIT 4REA: The followin% described land is hersby designated and
recognized as constituting the unit area:
NEW MEXICO PRINCIPAL MERIDIAN

Township 31 North, Range 4 West

Sec, 1-41l1 See. 11-A11 . Sec, 21-Al11
See. 2-A11 Sec.. 12-A11 ‘ Sec. 22-A11
See. 3-All Sec. 13-a11 Sec, 23-A11
Sec. 4~All Sec. l4-211 . Sec. 24-Al11
Sec. 5-All Sec. 15-A11 ) Sec. 25-A11
Sec. 6~-All Sec., 16-411 Sec. 26~-A11
Sec. 7-All . Sec. 17-411 Sec, 27-A1l
Sec. %8-All Sec. 13-A11 Sec, 28-411
Seec, 9-All Jec. 19-A11 Sec., 29-Al1
Sec. 10-A11 Sec. 20-A11 Sec, 30-Al11

Sec. 31-All

Townghip 31 North, Rangze 5 West

Sec., 3-A11 ' Sec. 14-Al11 Sec. 25-A11
Sec. 4-A11 Sec. 15~-A11 Sec. 26-A11
Sec. 5-Al1 . Sec. 16-A11 Sec., 27-Al1
4 Sec. 6-A11 Sec. 17-411 Sec. 28-All
Sec. 7-A11l Sec. 18-Al1 Sec., 29-Al11
Sec. 8-All Sec. 19-A1ll Sec., 30-A11
Sec., 9-411 See. 20-A11 Sec. 31-A11
Sec., 10-All1 Sec. 21-A11 Sec. 32~Al11
Sec. 11-A11 Sec. 22-411 Sec. 33-A11 ¢
Sec. 12-Al1l Sec, 23~A11 Sec. 34-Al1
Sec. 13-a11 Sec. 24-A11 Sec. 35-A11
Sec. 36-A11
- Township 31 North, Range 6 West
See. 1-All Sec. 10~-All See. 17-A11
See, 2-A11 See. 11-Al11 Sec, 21-All
Sec. 3-All Seec. 12-411 Sec. 22-Al11
Sec. 4-A11 Sec. 13-A11l . Sec. 23-All
Sec. 5-All Secy 14-411 Sec. 24-A11
Sec. 8-Al11 Sec. 15-A11 Seg. 25-411
Sec. 9-Al11 Sec. 16-A11 Sec. 26-A11

Township 32 North, Range 6 Weat

Sec. 32-A11
Sec. 33-411
Sec. 34-4A11
Sec. 35-A11
Sec. 36-A1l

Total unit area ombraces 54,209.49 acrea, more or lsss,
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Exhibit "A" attached hereto i3 a mep showing the unit area and the Xnown.

ownership of all land and leases in said area. Exhibit "B" attached hsreto is a

schedule showing the percentage and kind of ownsréhip of oil angd gas intereqﬁs in.
all land in the unit area. Exhibits "A"™ and "B" shall bs revissd by the Unlt Oper—
ator whenever changes in the unit area or other changes render such revision nec-
easary, and not less than six coples of the revised exhibits shall be filed with
the 0il and Gas Supervisor.

The above-described unit area shall be expended or contracted, whenever
such action is necessary cr desirable to conform with the purposes of this agree-
ment, but no contraction of the unit area shall have the effect of contracting any
participating area for any cause except loss of title. Such expansion or contrac-
tion shall be in the Pollowing manner: (a) Unit Operator, on its own motion or on
demand of the Director of the Geological Survey, hereinafter reaferred to as "Direc-
tor”, or on demand of the Commissioner of Public lLands of the State of New Mexico,
ghereinafter referred éo as "Ccmmissioner", shall prapare a notice of proposed ex-
pansion or contraction describing the contemplated.changes in the‘boundariea of
the unit area, the reasons therefor, and the proposed effsctive date thereof;

(b) Said notice shall be delivered to the Oil and Gas Supervisor, hers-
inafter referred to as "Supervisor", and Commissioner, and copies thereof mailed
to the last known address of each working interest owner, lessee, and lessor whose
interests are affected, advising that 30 days will be allowed for submission to
the Unit Operator of any objections; v

(c) Upon expiration of the 30-day pericd provided in the preceding item
(b) herecf, Unlt Operator shall flle with the Supervisor and Commissioner evidencs
of mailing of ®he notice of expansion or contraction and a éopy of any objections
thereto which have been filed with the Unit Operator;

(d) After due considesration of all pertinaht information, the expansion
or contraction shall, upon approval by tha Director and Commissioner, become ef-
feotive as of the date prescribed in the notice thersof.

All land committed to this agreement shall constitute land referred to
herein as "unitlized land" or "land subject to this agreement®,

3. UNITIZED SUBSTANCES: All oll, gas, natural gasoline, and assooiatsd
fluid hydrocarbons in any and all formations of the unlitized land are unitized

under the terms of this agreement and herein are called "unitized subatancas”,




4, UNIT OPERATOR: Stanolind 0il and Gas Company is hereby designated

-

ag OUnit Operator and by signature hereto commits to this agreement all,interes@s‘
in unitized substances vested in it as set fofth in Exhibit "B", and agrees and o
consents to accept the duties and ébligationg Qf Unit Operator for the discovery,
development, and production of unitized substances as herein provided. Whenever
reference is mads hersin to the Unit Operator, such reference means the Unit Oper-
ator acting in that capaciqy and,notlaé an owner of interssta in unitized substances.
The Unit Opergtor may reaign as Unit Operator whenever not in default
under +his.;greement but no Unit Operator shall be relieved frém the duties and
ohligations of Unlt Operator ‘for a- period of six months after it has served notice
of intention to resign on all 6&;;}s of uorking 1ntarascn subject hersto and the
Director ‘and Gummissioner unlaaa & nev Unit‘Operator shall have been selected. and
appravad and sha{} have aasumed the duties and obligations of Unit Operator prior
to thu.expiration_o:»sgid.sixrmnntugpgricd. Upon default or failure in the per-
formancs ot-its duties or obliéations under thia.agreement, the Unit Operator may
ba removed by a majority vote of owners of working intereasts determined in like
mannorvuu:ﬁafein provide& for the sgiection of a successor Unit Operator. Prior
to the effectlve date of relinquishmeﬁt by or within six months after removal of
"Unit Opsrator, the &uly qualified successor Unit Operator shall have an option ta
purchase on reasonable terms all or any part of the equipment, material, and appur—
ten;nnas in or upon the land subjact to this agreement, owned by the retiring Unit
Operator and used in 1ts capaclty as s;;h Operator, or if no qualified successor
operator has been designated, the working intereat owners méy purchase such equip-
ment, material, and nppurtannAcea. At any time within the next enauing three
months any equipment, material, and appurtenancea not purchasad and not nocsssary
for the preservation of wells may be removed by the retiring Unit Operator, but
if not removed shall become the joint property of the owners of unitized working
interests in the participating area or, if no participating area has been ostab-
1ished, in the entire unit area. The termination of the rights as Unit Operator
under this agrsement shall not terminste the right, title, or intarest of such
Unit Operator in its separate capacity as owner of interapta in‘unitizad asubstances.
5. SUCCESSOR UNIT OPERATOR: Whenever the Unit Oparitor shall relinquish

the right as Unit Oparator or shsll be removed, the owners of the unitized vorking

' intereats in the participating area on an acreage besis, or in the unit area on




an acreage basis until a participating ares shall have been establishsd, shall

select a new Unit Operator.. 4 majority votekof the working interest gunlifiad tq_
vote shall be required to select & new Uﬁit dﬁératcr; provided, that if e majority
but less than 75 per cent of the working interests qualified to vote are owned by
one party to this agreement, a concurring vﬁta of at least one addltional working
intersst owner shall be required t; select a nev'UniE’Operstor. Such asslection
shall not become effective until (a) a Unit Operator so selectad shall accept in
writing the duties and responsibilities of Unit Operator, and (b) the seléction
shall have been approved by the Director and Commissioner, If no successor Unit
Operator is selected and qualified as herein proyidad, the Dirsctor and Commis-
sioner at .their election may-declare this unit agreement terminated. .

6. UNIT ACCQUNTING AGREEMENT: If the Unit Oberator is not the sole
owner of workiﬁg interests, all costs and expenses‘incurred in corducting unit
operations hersunder and the~warking_ihtereat benefits accruing hersundsr shall
be apportioned among the owners of unitized working interests in accordance with
azunim;aggounting,ng:egmgqtibv;ggdgbetweenithe:Uhit”Opeidtoriand'the-othar~bwnbru
ofﬁsuch {nterssts, vh;£her one. or more, geparately or collectively. Any agreement
or agreements entered into between the working interest owners and the Unit Opera-
tor aa provided in this section, whether one or more, are herein referred to as the
funit ;ccounting agresment®, Noisuch agreement shall be deemed. elither to modify
any .of the terms and. conditions of.this. unit agreement or to relisve the Unit . Oper~
ator -of anyfrightﬁpr:obl;gat;op qstabliphed under this unit agreemsnt, and.in:case
offggyLincpnsistengyﬂpg”conflict,betqqen this unit agresment and :the unit account-

ing:agreement; -this unit agreement:shall-prevail. Three true copies of any unit

accounting agreement executed pursuant to this sectlon shall be filed with the
Supervisor.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise speci-
fically provided herein, the exclusive right, privilege, and duty of exercising
any and all rights of the parties hereto which are necessary or convenient for
prospecting for, producing, and storing the unitized substances are hereby vested
in and shall be exerclsed by the Unit Operator as herein provided. Each working
interest owner shall take in valus or shall take in kind or mﬁrket, in@ividually
or through an agent ité respective portion of the unitized substances and mecting

individuelly or through an agent shall pay all royalty, overriding royalty or other
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payments to which the portion of such woi‘ld.ng interest owner is subject. ’I'he<

right is hereby secured to the United Statss and the State of New Mexlico under-

existing or future laws and regulationﬁ l.to alsct to take 1ts reapective royalty

it

shares in kind or value. Acceptable evidence of title to said rights ashall be
deposited with said Unit Operator and, together with this sgreement, shall con-
atitute and define the rights, privileges,‘ and obligations of Unit Operator.
Nothing herein, howew}er, sﬁall be construed to transfer title .to any land or to
any lease or operating agreement, it being underatood that under this agreement
the Unit Opera.for, in itas capaéity as Unit Operator, shall exercise the rights
.of possession and use vested in the pz-u;ties hereto only for the purpoa.es herein

specified.

The Unit'Operator shall:pay all coats and expenses of vperation with .

respect; tothe.unitized land; and:nocharge:therefor ahall be made;against; the

royalty.owners... If.and.when. the. Untt:Operator. 18 not the.sole -owner. of. all. work-

ing:interests,..suct

ing'v:ir’iterésts-‘,:,‘.-a_.nd";i:_h&;_v {t}e

oparat:
- oxte 1d unt by c_? untingiagreemant. 1If the Unit Operstor is

therevenue:and: benefits: derived fro ‘hereunder;: all in.the: manner:and

tai

the soie ;:;:rld.ng intereat owner, he. shall bear all. such costs and expsnses. The
Unit Operator ahall render sach month to the owners cs;f unitized interests entitled
thereto an accounting of the. operations on unitized land during the previous cal-
endar month, and shall pay in value or deliver in kind to eash party entitled
thersto a proportionats and nl.loeated sha:é of the bensflts accruing hersunder

in conformity with operating agreements, leases, or other independent contracts
between the Unit Operator and the parties hereto either collsctdvely or individ-
ually. ‘ .

The developnént and operation of land subject to this agresment under
the terms hereof shall be deemed full performance by the Unit Operator of all ob—
ligations for such development and operation with respect to each and every part
of separately owned tract of land subject to thls agreement, ragardless of whe ther
there i3 any development of a.ny particular part ox tract of the unit area, not~
withstanding anything to the contrary in any lease, operating agraement, or of:her

contract by and between the parties hereto or any of them.
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. Within sixi-cﬁxhs after tﬁa:effective d;ﬁ@
hereot,. the Unit Operator sball begim to drill an adequate tast vell at a Icoaton:
to be’approved by the- Supervisor if such location is upon lands of the ﬁhitad Stapoc;
and if upon State lands or patentad 1nnd§, such location shall be approved by the
0il Conservation Commisasion of the State of New Maxico, hereinafter referred to am -~ FV
"Commission"; and thereafter continue such drilling diligently to a depth of 7,000 o
feet, unless at a lesser depth unitized subat;;;es shall be discovered which can
be produced in paying quantities or unleés at a lesser depth the Dakota formation
has been adequately tested, or ﬁhe Unlt Operator shall at any time ésiablish to the
satisfaction of £he.Supefvisor as'to wellas on Federal land, or the Commission as to
wella on State land or patnnted land that further drilling of said wall would not
be warrantad. If‘the rirst or any subsequent tegt well falla to reault in the dis~
covery of a deposit of unitized subataucea capabla of boing produced in paying quan-
tities, the Uhit Operator shall continus drilling diligpntly one well at a time,
allowing not mors than six-months between the completion of one well and the begin-
ning of the nexm well until &t vell capable of producing unitized substances in pay-
ing quantities %a completed to the satisfaction of said Supervisor 1f on Federal
land or the Gommissioner if on State land or patented land, or until it is reason-

ably proved that the unitized land is incapable of producing unitized substanses in

‘paying quantities. Nothing in this section shall be deemed to limit the right of

the Unlt Operator to resign, as proviéed in Section 4 hersof, after any well drilled
under this section is placed in a satisfactory condition for suspension or is pluggsd
and abandoned pursuant to applicable regulations. The Director and Commissioner may
modify the drilling requirementa of this section by granting reasonable extensions
of time when, in their opinion, such action is warranted. Upon failure to comply T
with the drilling provisions of this section, the Director and Commissioner may,
after reasonable notice to the Unit Operator, and each working interest owner, les-
sea, and lessor at their last known addresses, declare this unit agreemsnt terminated.
The drilling of an initial test well to the depth and in the manner hers—
inabove specified by the Unit Operator shall satisfy the reguirement set forth here-
inabove for the drilling of such wpll, notwithstanding that such wall may have been
commenced prior to the effective da}e of this agreement.
9. PLAN OF FURTHER DEVELOEMENT AND OPERATION: Hithiﬁ six months after

completion of a well capable of producing unitized substances in paying quantities,
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land which, when approved by the Supe_rviéor,' the Commissioner, and the Commiasion,

the Unit Operator shall aubmit for the approval of the Superviaor,

and the Commisasion an acoeptahle plan of development and operation for the uhitu.ud

shall constitute the further drilling and operating obligations of the Unit onrn-'
tor under this agreément for the period specified therein. Thereafter, from ‘tine
to time before the expim:ion of any axisting plan, the Unit Operator shall submit -
for the approval of the Supsrvisor, the Commdssioner, and the Commisaion, a plan for
an additional specified period for the development and oparation of the unitized
land. Any plan submitted pursuant to this section shall provide for exploration

of the unitized area and ‘for the datuiiné.tion of the cqmmercially productive area
theraof in each and evefy pﬁoduétin formation and shall be as complete and u.dequata_
as the Supervisor, the Commisuiom;r, snd. the Commiseion may determine to be neces-—
sary for timely devalopment and prop‘r conaarva.tion of the oil and gas resources of -

the unitized aresa and shall. (a) apoci.fy'the number and locations of any wells to be -

drilled and the proposed order and t,im for ‘such dril.ling, and (b) to the extent

practicable specify the operqting ptuctieea regarded as necessary and advizabls for

propexr conaamtion of natur&I rumo. Sepnruta plans may be submitted for sepa-
rate productive zones, subject to the tmrov&l of the Supervisor, the Commiassioner,
and the Commission. Sai.d plan oi'.plll;l Abau be modified or supplemented when nec-
esgary to meet ck:anged _‘e'oﬁdi{i.on‘n'dr te protect the interests of all partles 1'.0 this
agreement. Heasonable diligence ‘shall be o;‘tarclaed in complying with the obligations
of the approved plan of development. The Supervisor and Commissioner are authorized
to grant a reasonable extension of the six~month period herein prescribed for submis-
asion of an initial plan of de.nlopnnt where such action is justified becmu; of un-
usual conditions or circumstances. All partiea heréto agree that after completion
of one commercially productive well, no further wells except such as may be nscesa~
sary to afford protection against opemtio;m not under this agreement shall be drilled
except in accordance with a .pll.n of development approved as herein provided.

%0;7 PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of

producing unitized substances in paying quantities or as soon thereafter as required
by the Supervisor or the Commisaioner, the Unit Operator sh&ll submit for approvnl

by the Director, the Commissionsr, and the Commission a sehedu_le, based on subdivi-
sions of the public-land survey -or aliquot parts thereof, of all uni tized land then

regarded as reasonably proved to be productive of unitized substances in paying




quantities; all land in sqd_schndulo on a.pp:jwu.l of the Director, the Commissioner,.
and the Commisaion to constitute a participating area, effective as of the date of
first production, " Said schedule ﬂso shall set forth the percentage of unitized
gubatances to be allocated as ﬁmin provided to eaéb. unitized tract in tbo partici~
pating area so eatablished, and shall govern the allocation of production from and
after the date the participating area becomes 'affuctiver A separate pu‘ticipa.tipg
area shall ba established in like manner for sach separate ;')ool or deposit of uni-
tized substances or for a.ny group thereof produced as a single pool or zone. Ths
participating area or areas so established Bhnl]: be revised from time to time, sub-
ject to like approval, whenever such action appears proper as & result of further
drilling operations or otherwise, to include additional land then.regarded as rea- '
sonably proved to be- productive in paying quantities, and the percentage of alloca-
tion shall also be revised accordiﬂély. The: affective date of any- revision shall

be.the firat on:the. month following the-date:of: first authentic: knowledge. or. infor-

nation:on which such'--revisi‘onzi'i.é::pre't;lica.'b;d-,’-f""ﬁnl'es's ‘a:mors-appropriata: effeciive
da‘ba;._.is*sp_ecifi,ed-j,rx_.-tha=-lchediﬁ'e. No land shall be excluded from a participating
area on account- of depletion of the unitizad substances,

It is the intent of this section that a pa.r'_ticipating area shall represent
the area lmown or reasonably eatimated to be productive in paying qu.nntitiea; but,
regardless of any revision of the.participating é.rea., nothin herein contained shall
be construed as requiring any retroactive apportionment of any sums acerusd or paid
for production obtained prior to the effective date of revision of the participating
area,

In the absence of egreemént at any time between the Unit Operator and the
Director, the Commissioner, and the Commission as to the proper definition or redef-
inition of a participating area, or until a participating area has, or areas have,
been established as provided herein, the portion of all payments affected thereby
may be impoundpd in a manner mu'tually' acceptable to the owners of working interests,
except royalties due the United States and the State of New Mexico which shall be
determined by the Supervisor and the Commissioner and the amount thersof deposited
with the district land office of the Buresu of _Land Management and the Commissioner
of Publie Lax?ds regspectivély to be held as unearned money until the pa,rtic:l:pating
area is fipally approved and then applied as earned or returned in accordance with
a determination of the sum due as Federal and State royalty on the basis of such ap-

proved participating area.
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of prodnntion in paying quantitisa and inclusiom of ﬂn land on which it is 'it\ntd.

in a partiolpating area is wmmrranted, produstion from such well sball be ellccated __"
to the land on ¥hich the \nll'u located so long as that well ism not within a pn'tin;-. .
ipating area .lmilhd. for the pool or dsposit from vhich such produstion is ob-

RO TION: 41l unitized substanoes produced froa

each pu'ticipating area uhhulh-d. und:r thin agroe-nt, sxcept any part thereof
used for production. or dtnlopnnt purpoue htr-undnr, or unavoidably loat, shall

)

‘ bodo«mdbobtprodm‘&e@n:cnmww-misfraxtbtlmmwuof
} . unitized land of the ;nrﬂ.d.ptlu u-nt uhhlhbod for uuch prodnntion lnd, for

s 'z:.-v,

; the purpose of dntcm‘w btmtit: thlt lcnruo on an urugo basis, asch such

tract shall ha.vo alloutod to 11: muh. porconugo ‘of sald produntion as ita area
bears to the maid p-.rf.iciptuc u'n.._ It u boroby agreed that production bf unl-

tized uubsta.nnae fro- s prttcipti.ng lr.t ahlll ‘be sllocatsd as provided herein
regardless of whether awy uu- m drilled on. any particular part or trast of

sald participsting aree. e .

; other than the Unit omur,mu.ng or centrolling & mjority of the worilng lu-
torests in any unitiud Ind'xiot ineluded in & participating area and hav-i.ng’ thereon
& regular well location in a.cc'ordlnce vith & well-spacing pattern sstablished undexr

an approved plan of dmlow-nt u:d op-mtion may drill a well at such locatiom at.

TR oA -

his own axpenae, unlou dthin 90 dut of receipt of notics from said party of ks .
intention to drill tht voll f-h.e Unit Optrltor electa and commences to drill such :
well in like manner as othlr \nlls m drl.lled by~ the Unit Operator under this agree—
mant. If such uoll, b,r wh-o.nr drillod results in production such that the land
upon which 1t 1s aitultod Yy prop._r.ly be included in a participating area, therse

) shall be a financial sdjusteent bo;:woon the parties who financed the well and the
ﬁor}d.ng intersst owners in the perticipating area concerning their respective drill-
i ing and other imvrestment cost, &Ml as provided in the unit acc@tiu agreement, T
and the well shall be operated by the Unlt Operator pursuant to the terms of this

agreement ag other wella within ‘participating areas.

e
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within 30 days after determination of such insufficiency, shall be wholly respon~
sible for, and may operate and produce the well at their sole expense, and for their: B
gdle henefit.  If such well was drilled by the Unit Operator, the working interest |
owners on- the well tract may at any time taks over the. weli by reimbursing the Unit
Operator for the unrecovered particn af the drilling and operating costs thereof as
provided in the nnit acoountj.ng agreement, but if the parties who financed any such

last mantioned well dﬂ.lled by the. Unit Operator desire to abandon same, the work—

"ing: interaat owners on- the uell tmct may take over and operate the well by payment

to tha Unit Operator of the” i’a:Lr salvage ve.lue of the casing and other necessary
aquipment left in the well as prmridsd in the unit- accounting agreament.

Hella d.rillad or prroduced at the sole expense and for the sole benafit
of" an ownsr of world;ng irrtsrest other than the Unit Operator shall be operated pur-

suant to the tarma a.ml provisions of this agreement. Royalties in amount or value

of* production from a.nar snch well sball be pald as specified in the lease affected.
/—‘—— :

tracta;,. lnvn, nnd ragula.tians a.t the-leass: or__contract rate upon:the . ‘uni tized. sub-

atanoes: n.lloontcd to- -the: trant. Nothing herej.n contained ghall operate to relieve
the lessees of Federal a.mi State lands from their obligations under the terms of
their reupective lensee to pe.y renta.ls and royalties,

Royalty due the United States shall be computed as provided in the oper-
ating regulations and paid in value or deliversd in ldnd as to all unitized sub-
stances on the basis of the amounts thersof allocated to unitized F;deral land as
provided herein at tha rates apecified. in tl;e reapective Federal leasas or at such
lawezj rete or rates as may be authorized by law or regulations; provided that for
leasss on which the royalty rate depsnds on the dally average production per well,
sald average production shall be determined in accordance with the operating regu~
lations as though each participating arsa were a single é'cxtaolidntad lease,

Unitized Substances mroduced from any ’partiﬁipating t;u'aa and used therein
in conformance with good operating practice for drilling, operating, camp, or other

production or development purposes or undar an approved plan of operation for
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;gpresauring or cycling said pqrticipating arsa, shall bq free from_any roygl?{_q?
other charge except as to.nny products extracted from unitized‘uuhatanc?u_go~qyo@;;
If Operator introduces gas for which roynltiea.havn baen paid into ln& pnrtioiplt;f..~s
ing area hereunder from sources other than such participating area for uase in repres-
suring, atimulation' of produstion, »o‘r' increasing ultimate production in conformity
with a plan first approved by the 011 and Gas Supervzfor, a like amount of gas may

be 'sold without paymsnt of royalty as to dry gas but not as to the products ex-~
tracted therefrom; provided, that gas so introduced shall bear a proportionate and
equitable share of plant fuel consumption and shrinkage in the total volums of gas
procesased from thé subject participating afea; and provided further, that such

withdrawal shall be at such time as may be providad.in the plan of operation or as
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may otharwise ba consented taibr tha Superviaor aa cunfbrning'tu good petroleum en--
gineering practice, providad however, that.said right of withdrawal royalty free
shall terminate upon termination of the unit agraement.

Each working interest owner anﬁ,lesaee presently reeponsible for the pay-
ment of rentals, or Qig auccaéqo; in 1ntereat,nshall be responsible for and shall
pay all réntals of" whatsoever kind on his réépéctive lsase. Rental or minimux
royalty for land of the Uhited‘States subject to this agreement shall be paid at
the rate specifled in the respective Federal leasss or such rental or minimum roy~
alty may be waived, suspen&ed, or reduced to the extent authorized by law and nﬁ—
plicable regulations. Rentals on State of New Mexico lands subject to this agree—
ment shall be pald at the rates specified in the respective leases, or may be re-
duced and suspended upon the order of the Commissioner of Public Lands of the State
of New Mexico pursqant éo applicable laws and regulations,

14. CONSERVATION: Operations hereunder and production of unitized sub-
stances shall be conducted to provide for the most econniical and efficient recovery
of said substances, tq the end that the maximum efflcl2nt yield may be obtained with-
out waste, as defined by or pursuant to State or Federal law or regulation; and pro-
duction of unitized substances shall be limited to such production as can be put to
bensficial use with adequate realization of fuel and other values.

15. "DRAINAGE: The Unit Operator shall take aparopriate and adequate mea-
sures to prevent drainage of unitized substances from anitized lanq ty wells on land
not subject to this agreement, or puirsuant to applicable regulations pay a fair and
reasonable Fompensatory royaelty as determined by ‘he Supervisor for Federal land or

as approved by the Commissioner as to 3ta%e land.
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h.olding interssts in leasass onhracipg mﬂ.ﬁ.ud; land of the Unitad Stl.’-ﬁll- o ut‘th&
State. of New Mexico consent that. the Secretary of the Interior, hersinafter nromd

to as "Secretary", and the Commissionsr, reaspectively, may, and ssid Secretary and

[
o
.

Commissioner by thelr approval of this agreement do, establish, alter, change, or
revoks the d.ri_lling, progucing, rentl:L, mintmm royalty, and. royalty roquirauntu
P of such leases and the regulations in respect thereto, to conform said roquironantl'
to the proviasions of thls agreemsnt, but otherwise the terms and conditions of said
leases shall remain in full force and effect. .

Said parties further consent and agree, and the Secretary and Conmiuionnz

! by- their approval hereof dotarm.n-, that during. tho.effactive 1ife Qf this lgreomnt,,

u{ drilling and producing opera.tiom parfoz‘d by t!w Unit Operator upon any unitized

land will be accepted a..nd deemed ta bo op-rationa under and for the benefit of all

unitized leases embrmcing lund af ﬁw [Initad Stataa and the State of New Mexico;
and that no such lease shall be deemed to expirs by reagon of failure to produce
* wells situated on. land. therein -lhm«t. Any. federal lease for a term oft 20 years

or any renawd thereof or any part of such lease which is made subjeot to this agree-

ment shall continue in force until tha termination hersof. A4ny other Federal lease
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committed hereto shal.l continue in force as to the Eommittad land so long u‘ the
lease remains committed hereto, provided a valuable deposit of unitized substances
is dlscovered prior to the eipintion dats of the primary term of such lease.
Authorized suspension of all operations and production on the unitized land shall
be deemed to constitute authorized suspension with respect to each unitized lease.
1 The State of New Mexico snd the parties hereto holding interests in land
within the unit area other than Federal land consent and agree, to the extent of
thelr respective interests, that drilling and producing operations conducted upon
any tract of land commitited to this agreement shall be deemed to be performed upon
and for the beneflt of each and every mcf.‘oi‘ land committed hereto,' except as
otherwise provided herein, énd that all lsases or other contracts concerning such
land shall be modified %o conform to the provisions of this agreement and shall be
continued in force and effect during the life of this agreement. .

17. COVENANTS RUN WITH LAND: The covenants herein shall be construed
l to be covenants running with the land with respect to the interests of the parties

hereto and their successors in interest until this agreement terminates, and any
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grant, tranafer, or conveyance of Intervet in land or leases sudject hersto shall..
be and hersby ls conditionad upon the umprtion ot all privﬂag-n and ohligationa

hersunder by the gra.ntee, tra.nsferoe, or other sucoessor in. intaront, nnd as to

Federal land shall be subject to approval by the Secretary, and as to Stn.to land
shall be subject to approval by the Commisaloner. No asalgnment or transfer of
any. working, royalty;, or other interest 'uhall be binding on the Oparator until theg.
first day of the naxt calendar month after the Operator is furnished with the orig-—
inal or photostatic or certified copy of the Ilnstrument of transfer.

18. EFFECTIVE DATE AND TERM: This agreement shall become effective upon
approval by the Secretary tmdlths- Commiasioner and shall terminate on December 31,
1950, unless. (a) such date of expiration ia extanded by the Dirsctor ,n.nd the Com~
wmissidner, or (b) :H'. i rensonably- daterminad prior to the explretion of the fixed
term or any arbension thareof that tho unitized la.ml is incapable of production

of unitized subatn.nces in-'paying* quantities a.nd a.fter notice of intention to ter-—

minata the agrocmnt:on suzb; gx‘ound is g;iven by’ the U’nit. Operator to all parties
in interest at tbair laat knovn add.rasses, the ag—reement is terminated with the
approval ‘of the Dirautor and tha Comlssioner, or (c) a valuable discovery of uni-~
tized substances haa been made on unitized land during said initial term or any
.extension thereof, In which csse the .agreement 3hall remain in effact so long ad
unitized substances. can .b;chptoduced from the unitized land in paying quantities;
or (d) it is teminafed as provided in Section 5 or Seotion S hereof., This agree-
ment mey be terminated at any time by not leas than 75 percentum, on an agreage
basis, of the owners of working interest signatory hereto with the approval of the
Director and t.he Commissioner.

19. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION: All produstion
and the disposal thereof shall be in conformity with allocations, allotments, and
quotas made or firxed by any duly authorized person or reagulatory body under any
Federal or State statute. The Director is hereby vested with authority to alter
or modify from time to timé, in his discretion, the rate of prospecting and devel-
opment and within the limits made or flxed by the Commission to alter or modify
the quantity and rate of production under this agreement, such authority being
hereby limited to alteration or modification in the public interest, the purpose
thsreof and the public interest to be served theresby to be stated in the order of

alteration or modification; provided further that no such alteration or modification
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shall be effective as ﬁo any 1and of the ata te of “ew Mexico as to the rate.of”

prospecting and development in the absence of the specific written approval theféﬁf ’
by the Commissioner and as to any lands of the State of iléw Maxico of privataly‘ ‘
owned lands subject to this agreenent as to the quantiiy and rate of production-.

In the absence of specific written approval thersof by the Commission.

20, CONFLICT OF SUPBRVISION: Neither the Unit Operator nor the work-~ -

ing interest owners nof'any of“them shall be subject to any forfeiture, termina-~ -
tion, or expirafion of any rights hereunder or under any leases or contracts sub-.

ject hersto, or to any penalty or llability for delay or failure in whole or in o ;

part to comply therewith to the extent that the said Unit Operator, working inter-
aest owners or any of them. are hindered delayed, or prevented Trom couplylng there-
with by reason. of failure of thﬁ Uhit Operator to obtain the comsent of the repre-—
sentatives of the United States and,ths,repraaent&tives of the State of Nex Mexico

€~ in and ebout any'matters or thing concerning which it is required herein that such

consent be obtained ::The parties hereto including the Commission, agree that all

powers and. authority vested'in the Commission in and by any provisions of this
contract are vested‘in the Commission ‘and shall be exercised by it pursuant to
the proviaiona of tha lawa of tha Stata of New Mexico and subject in any case to
appeal or judicial review as may now or hereafter be provided by the laws of the
State of New Maxiso. , _

2. QEAYOIDABLE.ﬁELﬂli_ All obligations under this agreemsnt requiring
the Unit Operator to-comﬁan@pfor canﬁinne drilling or to operate on or produce

unitized aubstances frcm any of the lands covared by this agreement shall be sus~
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+Anded uhile, but qnhr HU ong as, the Unit Operator deséite the exerciwme ~f dne.
care and diligence ia prQ;;nted from complying wlth such obligations in whole or
in part, bf strikes, lock-~outs, acts of God, Federal, State, or municipal laws or
Agencies,.;;nvoidable aceidanta,uuncontrollable dela}s in trunsportatioﬁ, lnaﬁil-
ity to obtaln necessary materials in open martet, or other matters beyond the rea-
sonableiéontrol’df the Unit Operator whether similar to matters herein enumerated
or not. .

22, TAXESt The vorking intereat owners shall render and pay for their
account and the account of the royalty owners all valid taxes on or maasureq_by
the unitized substances in and under or that may be produced, gathered and sold

-~ from the land subject to this contract after the effective date of this agrsement,
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of upan the [roceeds or net prosesds derived thersfrom. The working inmterest

owvners.on sach tract shall and mey charge the proper proportion of said taxes to
the royalty ownars having intarssts in said tract, and may currently mhinl.nd
deduot suffiocient of the unitized substances or z;}.rintin .produntl, or not pro-
ceeds thersof from ths allocatad sheres of sach royalty owner to securs ro:l.mﬁu-uo-
ment for the t;lxea.ao paid. No such taxés 5hall be charged to the United States
or tha Sta.te of New ‘!hxico or to any 1eulo.r who has a contract with hias lessee
which requii-éé ‘t‘he. ‘le'aaeo to. pay such taxes.

23. COUNTERPARTS: This agreement may be executed in any number of
oountarparfs with the same force and orfoct as 1f all parties had signed the same
documnnt or this agreement may tp ratifted with like roruo and erfact by 8 sepa-
rate instrument in writing apecificallr rltnrring hsrcto. Any sepa.ra.to counter-
pert, consent, or rntiﬁ.ca.tion duly exesouted after approval hereof by the Secre-
tary and the Commissionnr s]:uL'Ll be efrnetin on: the firat day of the month next

follmd.ng the filing thereof with tha Suptrvilor and the Commisaioner, unlsss ob-

jsction thereto ia mada by the Directar or the Commissioner and notice of such ¢

objection’ is served upozz tha ;ppropriau parties within 60 days after ‘auch filing.

2. w The Unit Operator shall not discriminate againat
any employee or applicant'fpr"employmht because of race, creed,’ color, or national
origin, and an identic';al- proviasion ahall be incorporatad in all subecontracts.

25. w- In. the cn;:t title to any tract of unitized land
or asubatantial :Ln’c,eresﬁ~ therei;x shall fail and the true owner camnot be induced
%o join this unit agreement, so0 that saoh tract is mot committed to this unit
agreemant, there shall be 'sﬁ:;h.feadjustmnt of participstion as may be required
on acgount of such failure of titls., In the event of a dispute as to title or
as to any interest in unitized land, the Unit Operator may withhold payment or
delivery on account thereqf vhitlhout liability for interest until the dispute is
fipally settled; provided, thu.t, as to Federal and State land or leases, no pay-
nonts of funda dus the United States or the State of New Mexico shall be withheld,
but such funds shall be depqaited with the district land office of the Bursau of
Land Management and the Commissioner of Public Lands of the State of New Mexico,

respectively, to bs held as unearned money pemiing final settlement of the title

. dlepatg, gnd -then _;g?;j.ad_,as a_g.x:md or returned in accordance with such final

settlement.
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IN WITHESS WHEEEOF, the partiess haretoc have caunsed this a,grae'ment to

te exncuted and have set opposite their reaiwctive'nnmes the date of execution.

ATTREST:

S

UNIE_OPFRATOR

‘ DATT.: STANOLIRD OIL AND GAS COMPANY

L&N cf . By Al e o a
Assistant Secretary ’ ::ca PraeidenS
WORKING IN ST

ATTVST: DATE: STANOLIND OIL AND GAS COMPARNY
g £ - . By —\&Y Lpd g b
Aseistant Secretary 1 B‘lce Fresident
“.. ATTEST: DATE: )
By
Secrstary Fresident
ATTEST: DATE s
By
Secretary : Progident
ATTEST: DATE :
By
Secretary President
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