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Stanolind 01l and Gag Company, oo

Tir let“.( TOROF v UNTTOD STATRG GRULOGICAL SURVEY:

operator of the Unlt Aprooment for
tho Dovelopment and Operation of the Uolel Unilbk Area, County of Zddy, State of
liew Pexleo, has Lerotofors drilled il frot oot well o a depth of at least
11,500 foob in coapllanoe with Arbiels © of catd Lnit Agreement. Under the terns
of Article 27 of sald Inid Arrecnent, tho Unit Cpormator 46 oblimatel to conrence
drilidvis o soeoiel Lood vell udbede sla monbha of the completlon date of the first
Fagt rell.  oleh Unlt Lell oo Ly locatosd S99 Lrow thie novbh and west linea of

e g

Seehlon Qly Telid, 1e271, Sddy Counsy, buw Dexloe, the Fivot tost well, was drilled
h¢ it 4 s

5O 41,5000 witheud eneounboriit wilb el sulatacces in paylns quasbltles. Drilline
procoeded Wodow WLLo depbh, dovevor, o oorder o cvsluste possiile deerer pays.
T Shoue of poselble diey rus prowhaiion sore encountuersd belxr 11,5007 however,
clootrle oo lnliosbo bt the coxolbic sroduebivo wones are extroselr thin indle
cabin: bhadb nroduetion In exvwrelal Quanbitlios eould not rc;aa:ombl;,r bo exnacted;
therelore, the vell was plugnod and sbonloned on Senboaber ?h, 125k, at o total
denbtn of 10,747 The wall hao been left in sueh econdiblon that 16 wisht Le roe
entored at sowe foture date for o ecommlotlon attenpt in the thing prosncetive, pay
sonos beconse norflommies hlatory on thie woll in sueh a wildeat area woald Lo wmorb
valuable, A dlll-enut offort hao boon -wmde to dntorest outesllde naviles in taline
cyer this well for such an attemnt, but all efforts to consuaiate a. farnout have been
uwnouceonsful. Within the past fow dnrs, outolde navbles bave shioyn o delinite intoresd
In Wds vedd, T3 i for this reeson counied witl Lhe faet that o jpoat aqsount of ¢ie
pence buo weon lncwred In bthe driliing of this eank vildeat test woell which warrants
furvher study and evaluation of presont =cole leal and coophysical Anfovation with
rosrect to Lhe poosibititles of addlilonad Jovewsocnl and neotlacing a famout
that o reagone Lo ciotonglon of tine 18 rogucstede

Mrealoes consUleraly ctanocied L0 snd tas Coaonr sy 000 ey under e
Weldno unikb dgroenont, with the approvel of the rojuislie othor vorkin:s interest owmers
1o tho unib, hevoly zakew applleatios to the Diprestor of the faited Dhetes Ceolo-leal
Supvey, surduant o Artlele ¥ of sald Init Aswvaent for an otensioe of sir sonthg
froe and aftor tareh 2L, 1959, for tio empwacsnent of the seeond test woll ts o
drdliod on $ha undd area o (het catl teos woll shall bo copwnecd ou or balum

Soptentar 2h, 1950,
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APPLICATION FOR LXTENSION OF TRME FOR COMENCEMENT OF TEST WELL

TO THE DIRECTOR OF THE UNITED STATES GEOLOGICAL SURVEY:

Stanolind 0il and Gas Company, as Unit Operator of the Unit Agreement for
the Development and Operation of the Welch Unit Area, County of Eddy, State of
New Mexico, has heretofore drilled the first test well to a depth of at least
11,500 feet in compliance with Article 9 of said Unit Agreement. Under the terms
of Article 9 of said Unit Agreement, the Unit Operator is obligated to commence
drilling a second test well within six months of the completion date of the first
test well., Welch Unit Well No. 1, located 660' from the north and west lines of
Section 2L, T-26S, R-27E, Eddy County, New llexico, the first test well, was drilled
to 11,500 without encountering unitized substances in paying quantities. Drilling
proceeded below this depth, however, in order to evaluate possible deeper pays.
Two shows of possible dry gas production were encountered below 11,500'; however,
electric logs indicate that the possible productive zones are extremely thin indi-
cating that production in commercial quantities could not reasonably be expected;
therefore, the well was plugged and abandoned on September 2L, 195h, at a total
depth of 12,547'. The well has been left in such condition that it might be re-
entered at some future date for a completion attempt in the thin, prospective, pay
zones because performance history on this well in such a wildecat area would be most
valuable. A diligent effort has been made to interest outside parties in taking
over this well for such an attempt, but all efforts to consummate a farmout have been
unsuccessful. Within the past few days, outside parties have shown a definite interest
in this well. It is for this reason coupled with the fact that a great amount of ex-
pense has been incurred in the drilling of this rank wildcat test well which warrants
further study and evaluation of present geological and geophysical information with
respect to the possibilities of additional development and negotiating a farmout
that o reasonable extension of time is reguested.

Premises considered, Stanolind Qil and Gas Company, Unit Operator under the
Welch Unit Agreement, with the approval of the requisite other working interest owners
in the unit, hereby makes application to the Director of the United States Geological
Survey, pursuant to Article 9 of said Unit Agreement for an extension of six months
from and after March 2, 1955, for the commencement of the second test well to be
drilled on the unit area so that said test well shall be commenced on or before

September 24, 1955.
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Copies of uids application have been filed with the Commissioner of Public
Lands, State of New Mexico, -and the 0il Conservation Commission, State of New Mexico.

By telegrams directed to the Director of U. S. Geological Survey, Department
of the Interior, ¥ Regional Supervisor, Roswell, New Mexico, and to the Commissioner
of Public Lands, Santa Fe, New Mexico, on March 16, 1955, Stanolind advised that it
was resigning as Unit Operator of the Welch Unit. It is Stanolind's desire that the
resignation be considered withdrawn if the requested extension is granted; however,
if for some unforeseen reason the requested extension is refused, then it is Stanolind's
request that the resignation stand.

This application is hereby made this 23rd day of March, 1955.

STANOLIND OIL AND CAS COMPANY

UNIT OPERATOR OF THE
WELCH UNIT AGREEMENT

BY
W. A. Blankenship, Jr.
District Exploration Superintendent

The foregoing application is hereby approved this day of » 1955,
and the time for commencement of the test well referred to in the foregoing application
is hereby extended to September 2L, 1955.

DIRECTOR (F THE UNITED STATES
GEOLOGICAL SURVEY

BY

The foregoing application is hereby approved this 7 i day of,429%4 s 1955,
and the time for commencement of the test well referred to in the foregoing application
is hereby extended to September 2L, 1955. (Subject to like approval by the United
States Geological Survey.)

.........

A S e . o
R \\ CU i )
FERER I B Commi:isioner of Public Lands
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APPLICATION PR LXTEESTILL oF TILA FOU COMENCEMEET O 75T Wi

TO_THs DIRECTOR OF T UNITID STATES OEOLOGICAL SLRVEY:  ~ ¢

Stanoliind 0il and Cas Company, as Unit Operator of the Unit Agzreement for

.

the Developmont and Operation of the we}.ca Unit Area, ,County of Zddy, State of

lew Mexico, has heretofore drilled ile first test well to a denth of at least
11,700 feet in compliance with Articiec 9 of said Unit Asreement. Under the terms
of irticle 9 of sald Unit Agreenenti, tic Unit Dnerator is oblirated to comence
driiling a second test well within si: months of the completion date of the first
test well. Weleh Unit well %o. 1, located 660' from the north and west Llines of
Secktion 21, T-265, R27L, Eddy County, New Mexico, the first test well, was drilled
to 11,500 witihout encounterin- unitized substances in paying quantities. Drilling
proceeded below this depth, liowever, in order te evaluate possitle deeper pays.

Two sihows of possible dry mas production were encountered below 11,500'; however,
slectric ios indlcate thal the nossible productive zones are extremely tiin indi-
catine that nroduction in comtercici juantities could not reasonably be exnected;
tierefore, the well was plugmed and abandoned on Septenber 2L, 195k, at o total
dentiy of 12,5471, The well has bee: left in such condition that it ~i-ht be re-
entored at some future date for 2 completicn attempt in the thin, nrospective, pay

zonas because nerformance history on ihls weil in such a wildeat area would be mos*

(U

A

valuable. A diligent effort has hoes nade to interest outside »arties in tarine

over this well for such an atbtempd, bub all efforts to consumaste a farmout have hween

3

unsuccessful, Within the past fou da 3, subside narties have chown a definite intcresd
in this well, It is for tihis reason coupled wibth the fact that a rreat amount of ex-
pense has been incurred In the driliins of tiis rank wildcat test well which warrasts
further study and evaluation of present ceclorical and eophysical information with
respect to tihe oossibilities of additional develonment and ne rotiatin: a faraout
that a reasonatle extension of tine is requested.

Preaiscc considered, [tamiind (1l and Cas Compaay, Unit Unerator under the
Weleh Unit Arrsement, with the approval of tle requisite other workin~ interest ouners
in the unit, hereby makes applicntlor %o the Director of the United States Jeolo 'ieal

Survey, oursuant to Article 9 of sald Unit A-reezent for an extension of 8ix months

K

from and after arch 2L, 1955, for the commencement of the second test well o .o

drilled on the unit area so that said Lest well shall be comvenced on or befove

Sentember 2L, 195%.
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Copies of this applieation have been filed with the Commissioner of Public
iands, State of Hew Mexlco, and the U1l Conserwation Cormission, State of New Mexico.

By telesrams directed to the Director of U. S. Geolosical Survey, Department
of the Interior, ¢ Regional Supervisor, loswell, New Mexico, and to the Commissioner
of rublic Lands, Santa Fe, New ¥exico, on larch 16, 1959, Stanslind advised that it
was resigning as Unit Operator of the Welch Unit. It is Stanolind's desire that the
resignation be considered withdrewr if tie requested extensiosn is granted; however,
if for some unforeseen reason the requestsd extension is refuscd, then it is Stanolind's
request that the resignation stand.

This application is hereby made tiais 23rd day of March, 1955.

STANOLIED OLL AED JAS COMPANY

T OPERATOR OF THE
WELCiT UNTT AGRERR.

i D
t Exploration Super

Digtric

The foregoing application is hereby approved this day of , 1955,
and tiie time for commensement of the test well referred to In The foregoinr application
is hereby extended to September 2L, 1955.

DIRECT R OF THo UNTTID STATES
GEOLTOICAL SURVEY

The forepgoin: application is herchy apnroved tils day of , 1958,
and the time for commencement of the test well referred to In The foregoins application
{8 aereby extended to September 24, 1955.

Compmiscioner of Public Lands
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OiL CONSERVATION COMMISSION
P. ©O. BOX 871
SANTA FE, NEW MEXICO

January 22, 1954

Mr. R. G. Hilte

Stanolind Dil & Oas Company
Box 1410

FORT WORTH, TEXAS

Dear Bob: RE: Order B=405 in Case 609

We enclosa two signed coples of the Welch Unit Agreement
Order (R-405) iscued by %he Commission en January 20, 1954.

Very truly yours,

W. B. Yacey

Chief Engineer
WHEMsnr



BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HFARING

CALLFD BY THE OIL CONSERVATION

COMISSION OF THE STATE OF NEW

MEXICO FOR THE PURPOSE OF CONSIDERING: CASE NO. 609
ORDER NO. R~405

IN THE MATTER OF THE APPLICATION OF

STANOLIND OIL & GAS COMPANY FOR APPROVAL

OF THE WELCH UNIT AGREEMENT FOR THE DEVELOP-

MENT AND OPERATION OF A UNTT AREA EMBRACING

18,694.16 ACRES, MORE OR LESS, IN EDDY COUNTY,

NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 ofclock a.m. on December 17, 1953,
at Santa Fe, New Mexico, before the 0il Conservation Commission of New lMexico,
hereinafter referred to as the "Commigsion.®

e d
NOW, on this EZC) day of January, 1954, the Commission, a quorum
being present, having before it for consideration the testimony adduced at
the hearing of said case and being fully advised in the premises,
FINDS:

(1) That due notice having been given as required by law, the
Commission has jurisdiction of this case and the subject matter thereof.

(2) That the proposed unit plan will in principle tend to promote
the conservation of oil and gas and the prevention of waste.

IT IS THEREFORE ORDERED:

That the order herein shall be known as:

'THE WELCH UNIT AGREEMENT ORDER.!

SECTICON 1: (a) That the project hercin shal 1 be known as the
Welch Unit Agreement and shall hereafter be referred to as the Project,

(b) That the plan by which the Project shall be operated
shall be embraced in the fom of a unit agreement for the development and
operation of the Welch Unit Area referred to in the Petitioner's petition
and filed with said petition, and such plan shall be known as the Welch
Unit Agreement Plan.

SECTION 2:¢ That the Welch Unit Agreement Plan shall be and is
hereby approved in principle as a proper conservation measure; provided,
however, that notwithstanding any of the provisions containad in said unit
agreement, this approval of said agreement shall not be considered as waiving
or relinquishing in any manner any rights, duties, or obligations which are
now or may hereafter be vested in the New lMexico (il Conservation Commission
by law relative to the supervision and control of operations for exploration
and development of any lands committed to said Welch Unit Agreement or rela-
tive to the production of oil or gas therefrom.

SECTION 3: (a) That the Unit Area shdl 1 be:

NEW MEXICO PRINCIPAL MERIDIAN

Twpe. 26 South, Rge. 26 Bast
Section 1: E/Z E/2
Section 123 E/2 E/2
Section 133 E/2
Secticn 24: A1l
Section 25: E/2 E/2




Page 23 Case 9, Order R-405

Twp. 25 South, Rge. 27 East
Section 29: S5/2
Section 30: 5/2
Sections 31 and 32: All
Section 33: W/2, SE/4

Twp. 26 South, Rge. 27 East
Section 3t S/2 NE/4, W/2, SE/4
Sections 4 - 10, incl., all
Section 11: W/2
Section 14: W/2
Sections 15 - 22, incl., all
Section 23: W/2
Section 26: NW/4
Sections 27 - 30, incl., all
Sections 31 - 34, incl. (fractional}, all

~ (Total unit area embraces 18,694.16 acres, more or less.)

(v) The unit area may be enlarged or diminished, as pro-
vided in said plan.

SECTION 4t That the unit operator shall file with the Commission an
executed original or executed counterpart thereof of the Welch Unit Agree-
ment not later than 30 days after the effective date thereof.

SECTICN 5:¢ That any party owning rights in the unitized substances
who does not commit such rights to said unit agreement before the effective
date thereof may thereafter bascome a paritythereto by subseribing to such
a2greement or a counterpart thereof. The unit operator shall file with tie
Commission within 30 days an original or any such counterpart.

SECTION 6: That this order shall become effective on the first
day of the calendar month next following the approval of the Commissioner
of Public Lands and the Director of the United States Geological Survey
and shall terminate ipso facto on the termination of said unit ag reement.
The last unit operator shall immediately notify the Commission in writing
of such termination.

DONE at Santa Fe, New Mexico, on the day and year hereinabove
designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

a4

Edwin L. lMechem, Chairman

[#7]
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FORM 665 .51
QECIVETE s

e Py T AR I S N v- . ,};
STANOLIND OIL AND GAS COMPANY--:-- .
STANOLIND BUILDING
TuLsA, OKLAHOMA SUAER L L e
PRODUCING DEPARTMENT .
G. B. JENKINSON
UNITIZATION MANAGER ApI‘il 13, 1.9514.

File: GBJ-41.536

Re: Welch Unit
Eddy County,
New Mexico

0il Conservation Commission
State of New Mexico
Santa Fe, New Mexico

Gentlemen:

Enclosed herewith for your files please find one
original copy of "Ratification and Joinder to Unit Agreement"
executed by the Humble Oil and Refining Company. This instru-
ment serves to commit Humble's joinder to the Welch Unit and
said Joinder has been-accepted by Stanolind 0il and Gas Com-
pany, Unit Operator.

Yours very truly,

JEMzeo

Enclosure

ce: Commissioner of Public Lands
State of New Mexico
Santa Fe, New Mexico

n
[

(8



RATIFICATION AID Ju.NDul OF UKIT AGREZ LnT

In consideration of the execution of the Unit Agreement for the
Development and, Operation of the Welch Unit Area, County cf Eddy,
State of New lexico, in form approved on behalf of the Secretary of
the lnterior, the undersizred owners of lands or leases, or interests
therein or royalties preserntly held or which may arise under existing
option agreerents, or other interests in production covered by said
Unit Agreement hereby severally, each to the extent of his particular
ownershir or interest, as may appear, ccnsent to the inciusion of said
lands within the Unit Area therein definei, approve and adopt the terms
of said Unit Agreement and any modifications thereof approved by the
Secretary of the Interior or his duly authorized representative as
applicable to said several lands and interests, agree that the term of
any lease given by the undersigned or under which the undersigned claims
an interast herein is extended and modified tc the extent necessary to
make the same conform to the term of said Unit Agreemert, agree that
the drilling, development and producing requirements oI all leases and
other contracts in which their several rishts and interest are created
or defined shall be deemed fulily performed by performance ¢f the
provisions of said Unit Agreement, and agree that payment fer or
delivery of (whichever ma; te required under pricr agreenents) oil ani
gas duly made at contract rates app.lied to the production allocated
under said Unit Agreement to the particular lands to whicnh such rights
or interests do or shall apply, regardless of actual production there-
from, shall constitute full performance of all such cbligations to the
undersigned existing under such leases or other contracts.

This Ratification and Joinder of Unit Agreemernt may be exscuted in any
number or counterparts with the same force and effect as if all parties
had signed the same document and shall be binding upon all those who
execute a counterpart hereof, regardless of whether or not it 1s executed
by all other parties owning or clai.ing an interest in the lands affected
hereby, and when so executed shall be binding upon the unlersigned, His
heirs, levisees, assigns or successors in interest.

SIGNATURLS AKED ADDRISSES

Name Name
Address Address
lame . o lame
Address Aldress . _
aTTEST s PARTY: HUMBLE 0”_ & REHNV\!G COM PANY
/ j / W % Form Aporoveq
v, 482-Lp Byqbgﬁ&!
Asst, Secretary Vite- President -
TRADE 0. K,

WA MALEY
By. Qh

APPRCYED
ACCEPTED: %




ACKNOKLBEDGELENT OF IIDIVIDUAL

State of

~

County of )

un this _day of , 19
me personally appeare!

, before

to me known to be the person__ described in and who executed the
foregoing instrument and acknowledged that executed the
same as free act and deed.

IN “ITHE..5  AZRiECF, I have hereunto set my official
signature and affixed my notarial seal the day and year first
above written.

Notary rublic
J

I.y Commission expires:

ACEIIULL GEMNT OF CULFURATIOK

State of TEXAS )
RIS
County of HAR )
On thisMay of M ., 195¢/, bvefore
me appeared . MORGAN 3. DAVIS
to me personally known who being by me duly sworn, did say that
ne is the VICE PRESIDENT of the

e HUMBLE OIL & REFINING COMPANY
and that the seal affixed to said instrument is tie corporate
seal of sail corporation andl that said instrurent was signed and
sealed in behalf of said corpcration by authority of its Board
of Directors, and that said  MORGAN J. DAVIS

acknowledged said instrument to be the free act and deed of said
torporation.

I WIT S50 “hEEWF, I have hereunto set my official
sirnature and affixed my notarial seal the day and year first
above written.

// WAYNE LEHEW

1y Commission expires:
My Commission Expires June 1, 1955
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UNIT AGREEMENT

WELCH UNIT AREA

COUNTY OF EDDY
STATE OF NEW MEXICO

INDEX

Title

Preliminary Recitals

ENABLING ACT AND REGULATIONS
UNIT AREA

UNITIZED SUBSTANCES

UNIT OPERATOR

RESIGNATION OR REMOVAL OF UNIT OPERATOR

SUCCESSOR UNIT OPERATOR

ACCOUNTING PROVISIONS AND UNIT OPERATING

AGREEMENT
RIGHTS AND OBLIGATIONS OF UNIT OPERATOR
DRILLING TO DISCOVERY

Page
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PLAN OF FURTHER DEVELOPMENT AND OPERATION 9

PARTICIPATION AFTER DISCOVERY

ALLOCATION OF PRODUCTION

DEVELOPMENT OR OPERATION OF NON-
PARTICIPATING LAND OR FORMATIONS

ROYALTY SETTLEMENT

RENTAL SETTLEMENT

CONSERVATION

DRAINAGE

EEASES AND CONTRACTS CONFORMED AND
EXTENDED

COVENANTS RUN WITH LAND

EFFECTIVE DATE AND TERM

RATE OF PROSPECTING, DEVELOPMENT AND
PRODUCTION

CONFLICT OF SUPERVISION

APPEARANCES

NOTICES

NO WAIVER OF CERTAIN RIGHTS

UNAVOIDABLE DELAY

FAIR EMPLOYMENT

LOSS OF TITLE

NON-JOINDER AND SUBSEQUENT JOINDER

COUNTERPARTS

SURRENDER

ROYALTY OWNERS' TAXES

NO PARTNERSHIP

Exhibit "A" (Mazp)

10
12

13
14
15
16
16

16
18
19

20
20
21
21
22
22
22
22
24
24
25
27

28

Exhibit "B" (‘Description of interests subject to agreement)



UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE WELCH UNIT AREA,
COUNTY OF EDDY, STATE OF NEW MEXICO

THIS AGREEMENT, entered into as of the day of

, 19 » by and between the parties subscribing, ratifying, or con-

senting hereto, and herein referred to 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 term '""Working Interest' as used herein shall mean
the interest held in unitized substances or in lands containing unitized sub-
stances by virtue of a lease, operating agreement, fee title, or otherwise,
which is chargeable with and obligated to pay or bear all or a portion of the
cost of drilling, developing, producing, and operating the land under the unit
or cooperative agreement. The right delegated to the unit operator as such
by this unit agreement is not to be regarded as a working interest; and

WHEREAS, the act of February 25, 1920, 41 Stat. 437, as amended by
the act of August 8, 1946, 60 Stat. 950, 30 U.S.C. Secs. 181, et seq., author-
izes Federal lessees and their representatives to unite with each other, or
jointly or separately with others, in collectively adopting and operating a co-
operative or unit plan of development or operation of any oil or gas pool, field
or like area, or any part thereof, for the purpose of more properly conserving
the natural resources thereof whenever determined and certified by the Secre-
tary of the Interior to be necessary or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature (Chap. 88, Laws 1943) to
consent to or approve this agreement on behalf of the State of New Mexico,
insofar as it covers and includes lands and mineral interests of the State of
New Mexico; and

WHEREAS, the Oil Conservation Commission of the State of New
Mexico is authorized by an Act of the Legislature (Chap. 168, Laws 1949)

to approve this agreement and the conservation provisions hereof; and



WHEREAS, the parties hereto hold sufficient interests in the Welch
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 benefits obtainable through develop-
ment and operation of the area subject to this agreement under the terms, con-
ditions, and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and th>e promises
herein contained, the parties hereto commit to this agreement their respective
interests in the below-defined unit area, and agree severally among themselves
as follows:

1. ENABLING ACT AND REGULATIONS: The act of February 25,

1920, as amended, supra, and all valid pertinent regulations, including operat-
ing and unit plan regulations, heretofore issued thereunder or valid pertinent
and reasonable regulations hereafter issued thereunder are accepted and

made a part of this agreement as to Federal lands, provided such regulations
are not inconsistent with the terms of this agreement; and as to non-Federal
lands, the oil and gas operating regulations in effect as of the effective date
hereof governing 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 following-described land is hereby designated

and recognized as constituting the unit area:

NEW MEXICQO PRINCIPAL MERIDIAN, NEW MEXICO

T-26S - R-26E

Sec. 1 -E/2E/2
Sec. 12 - E/2 E/2
Sec. 13- E/2
Sec. 24 - All
Sec. 25 - E/2E/2



T-25S - R-27E

Sec. 29 - S/2
Sec. 30 - S/2
Secs. 31 and 32 - All
Sec. 33 - W/2, SE/4

T-26S - R-27E

Sec. 3 -S/2NE/4, W/2, SE/4

Sec. 4 to 10 Inclusive - All

Sec. 11 - W/2

Sec. 14 - W/2

Secs. 15 to 22 Inclusive - All

Sec. 23 - W/2

Sec. 26 - NW/4

Secs. 27 to 30 Inclusive - All

Secs. 31 to 34 Inclusive (Fractional) - All

Total Unit Area embraces 18,694. 16 acres, more or less.

Exhibit "A'" attached hereto is a map showing the unit area and the
boundaries and identity of tracts and leases in said area to the extent known
to the Unit Operator. Exhibit "B' attached hereto is a schedule showing to
the extent known to the Unit Operator, the acreage, percentage, and kind of
ownership of oil and gas interests in all land in the unit area. However, nothing
herein or in said schedule or map shall be construed as a representation by
any party hereto as to the ownership of any interest other than such interest
or interests as are shown in said map or schedule as owned by such party.
Exhibits '"A'" and "B'" shall be revised by the Unit Operator whenever changes
in the unit area render such revision necessary, or when requested by the
Oil and Gas Supervisor, hereinafter referred to as "Supervisor', and not
less than five copies of the revised exhibits shall be filed with the Supervisor,
ana two copies each withithe Commissioner of Public Lands of the State of
New Mexico, hereinafter referred to as "Commissioner', and the Oil Con-
servation Commission, hereinafter referred to as "Commission''.

The above-described unit area shall when practicable be expanded

to include therein any additional tract or tracts regarded as reasonably neces-
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sary or advisable for the purposes of this agreement, or shall be contracted
to exclude lands not within any participating area whenever such expansion or
contraction is necessary or advisable to conform with the purposes of this
agreement. Such expansion or contraction shall be effected in the following
manner:

(a) Unit Operator, on its own motion or on demand of the Director
of the Geological Survey, hereinafter refer"red to as "Director'", or on demand
of the Commissioner shall prepare a notice of proposed expansion or con-
traction describing the contemplated changes in the boundaries of the unit
area, the reasons therefor, and the proposed effective date thereof.

(b) Said notice shall be delivered to the Supervisor and Commissioner,
and copies thereof mailed to the la st known address of each working interest
owner, lessee, and lessor whése interests are affected, advising that 30
days will be allowed for submission to the Unit Operator of any objections.

(¢) Upon expiration of the 30-day period provided in the preceding
item (b) hereof, Unit Operator shall file with the Supervisor and Commis-
sioner evidence of mailing of the notice of expansion or contraction and a
copy of any objections thereto which have been filed with the Unit Operator.

(d) After due consideration of all pertinent information, the expansion
or contraction shall, upon approval by the Director and Commissioner, become
effective as of the date prescribed in the notice ther eof.

All land committed to this agreement shall constitute land referred
to herein as '"unitized land" or ""land subject to this agreement'.

3. UNITIZED SUBSTANCES: All oil and gas in any and all formations

of the unitized land are unitized under the terms of this agreement and herein are
called '"'unitized substances!''.

4. UNIT OPERATOR: Stanolind Oil and Gas Company 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 acting in that capacity and not as an
owner of interest in unitized substances, and the term '"working interest
owner' when used herein shall include or refer to Unit Operator as the owner
of a working interest when such an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit Oper-

ator shall have the right to resign at any time prior to the establishment of

a participating area or areas hereunder, but such resignation shall not become
effective so 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

6 months after notice of intention to resign has been served by Unit Operator
on all working interest owners, the Director and the Commissioner, and until
all wells then drilled hereunder are placed in a satisfactory condition for sus-
pension or abandonment whichever is required by the Supervisor and Commis-
sioner, unless a new Unit Operator shall have been selected and approved and
shall have taken over and assumed the duties and obligations of Unit Operator
prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner and sub-
ject to like limitations as above provided at any time a participating area es-
tablished hereunder is in existence, but until a successor unit operator is
selected and approved as hereinafter provided, the working interest owners
shall be jointly responsible for performaﬁce of the duties of unit operator,
and shall not later than 30 days before such resignation becomes effective
appoint a common agent to represent them in any action to be taken hereunder.

The resignation of Unit Operator shall not release Unit Operator
from any liability for any default by it hereunder occuring prior to the effec-

tive date of its resignation.
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The Unit Operator may, upon default or failure in the performance
of its duties or obligations hereunder, be subject to removal by the same per-
centage vote of the owners of working interests determined in like manner as
herein provided for the selection of a new Unit Operator. Such removal shall
be effective upon notice thereof to the Director and Commissioner.

The resignation or removal of Unit Operator under this agreement
shall not terminate its right, title or interest as the owner of a working inter-
est or other interest in unitized substances, but upon the resignation or removal
of Unit Operator becoming eiffective, such Unit Operator shall deliver posses-
sion of all equipment, materials, and appurtenances used in conducting the
unit operations and owned by the working interest owners to the new duly
qualified successor Unit Operator or to the owners thereof if no such new
Unit Operator is elected, to be used for the purpose of conducting unit opera-
tions hereunder. Nothing herein shall be construed as authorizing removal
of any material, equipment and appurtenances needed for the preservation of

any wells.

6. SUCCESSOR UNIT OPERATOR: Whenever the Unit Operator

shall tender his or its resignation as Unit Operator or shall be removed as
herein-above provided, the owners of the working interests in the participat-
ing area or areas according to their respective acreage interests in such
participating area or areas, or, until a participating area shall have been
established, the owners of the working interests according to their respec-
tive acreage interests in all unitized land, shall by majority vote select a
successor Unit Operator: Provided, That, if a majority but less than 75 per
cent of the working interests qualified to vote are owned by one party to this
agreement, a concurring vote of one or more additional working interest
owners shall be required to select a new operator. Such selection shall not
become effective until (a) a Unit Operator so selected shall accept in writing

the duties and responsibilities of Unit Operator, and (b) the selection shall
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have been approved by the Director and Commissioner. If no successor Unit
Operator is selected and qualified as herein provided, the Director and Com-
missioner at their election may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT:

If the Unit Operator is not the sole owner of working interests, costs and ex-
penses incurred by Unit Operator in conducting unit operations hereunder shall
be paid 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,
sepairately 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 agreement!''.
Such unit operating agreement shall also provide the manner in which the working
interest owners shall be entitled to receive their respective proportionate and
allocated share of the benefits accruing hereto in conformity with their underlying
operating agreements, leases, or other independent contracts, and such other
rights and obligations as between Unit Operator and the working interest 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 to relieve the Unit Operator of
any right or obligation established under this unit agreement, and in case of

any inconsistency or conflict between the unit agreement and the unit operating
agreement, this unit agreement shall prevail. Three true copies of any unit
operating agreement executed pursuant to this section shall be filed with the
Supervisor and one true copy with the Commissioner.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as

otherwise specifically 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, storing, allocating, and dis-
tributing the unitized substances are hereby delegated to and shall be exer-
cised by the Unit Operator as herein provided. Acceptable evidence of title
to said rights shall be deposited with said Unit Operator and, together with
this agreement, shall con:stitute and define the rights, privileges, and obli-
gations of Unit Operator. Nothing herein, however, shall be construed to
transfer title to any land or to any lease or operating agreement, it being
understood that under this agreement the Unit Operator, in its capacity as
Unit Operator, shall exercise the rights of possession and use vested in the
parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY: Within 6 months after the effective

date hereof, the Unit Operator shall begin to drill an adequate test well at a
location approved by the Supervisor if such location is upon lands of the United
States, and if upon State lands or Patented lands, such location shall be approved
by the Commission, unless on such effective date a well is being drilled con-
formably with the terms hereof, and thereafter continue such drilling diligently
until the Pennsylvanian formations have been tested 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 costs of drilling, and pro-
ducing operations, with a reasonable profit) or the Unit Operator shall at any
time establish to the satisfaction of the Supervisor as to wells on Federal
lands, or the Commission as to wells on State lands or Patented lands that
further drilling of said well would be unwarranted or impracticable, pro-
vided, however, that Unit Operator shall not in any event be required to

drill said well to a depth in excess of 11, 500 feet. Until the discovery of a
déposit of unitized substances capable of being produced in paying quantities,
the Unit Operator shall continue drilling diligently one well at a time, allow-
ing not more than 6 months between the completion of one well and the be-

ginning of the next well, until a well capable of producing unitized substances
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in paying quantities is completed to the satisfaction of said Supervisor and
Commission, or until it is reasonably proved that the unitized land is in-
capable of producing unitized substances in paying quantities in the forma-
tions drilled hereunder. Nothing in this section shall be deemed to limit
the right of the Unit Operator to resign as provided in Section 5 hereof, 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 section. The Director and Commissioner may modi-
fy the drilling requirements of this section by granting reasonable extensions
of time when, in their opinion,such action is warranted.

Upon failure to comply with the drilling provisions of this section,
the Director and Commissioner may, after reasonable notice to the Unit
Operator, and each working interest owner, lessee, and lessor at their last
known addresses, declare this unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION:

Within 6 months after completion of a well capable of producing unitized
substances in paying quantities, the Unit Operator shall submit for the ap-
proval of the Supervisor, the Commissioner and the Commission an accept-
able plan of development and operation for the unitized land which, when
approved by the Supervisor, the Commissioner, and the Commission, shall
constitute the further drilling and operating obligations of the Unit Operator
under this agreement for the period specified therein. Thereafter, from

time to time before the expiration of any existing plan, the Unit Operator
shall submit for the approval of the Supervisor, the Commissioner, and the
Commission a plan for an additional specified period for the development and
operation of the unitized land. Any plan submitted pursuant to this section
shall provide for the exploration of the unitized area and for the determination
of the area or areas thereof capable of producing unitized substances in paying

quantities in each and every productive formation and shall be as complete
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and adequate as the Supervisor, the Commissioner, and the Commission may
determine to be necessary for timely development and proper conservation of
the oil and gas resources of the unitized area and shall (a) specify the number
and locations of any wells to be drilled and the proposed order and time for
such drilling; and (b) to the extent practicable specify the operating practices
regarded as necessary and advisable for proper conservation of natural re-
sources. Separate plans may be submitted for separate productive zones,
subject to the approval of the Supervisor, the Commissioner and the Commis-
sion. Said plan or plans shall be modified or supplemented when necessary
to meet changed conditions or to protect the interests of all parties to this
agreement. Reasonable diligence shall be exercised in complying with the
obligations of the approved plan of development. The Supervisor and the Com-
missioner are authorized to grant a reasonable extension of the 6-month
period herein prescribed for submission of an initial plan of development
where such action is justified because of unusual conditions or circumstances.
After completion hereunder of a well capable of producing any unitized sub-
stance in paying gquantities, no further wells, except such as may be neces-
sary to afford protection against operations not under this agreement or such
as may be specifically approved by the Supervisor and the Commissioner,
shall be drilled except in accordance with a plan of development approved

as herein provided.

11. 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 and Commissioner, the Unit
Operator shall submit for approval by the Director, the Commissioner and
the Commission, a schedule, based on subdivisions of the public-land survey
or aliquot parts thereof, of all unitized land then regarded as reasonably
proved to be productive of unitized substances in paying quantities; all lands

in said schedule on approval of the Director, the Commissioner and the
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Commission to constitute a participating area, effective as of the date of
first production. Said schedule also shall set forth the percentage of
unitized substances to be allocated as herein provided to each unitized tract
in the participating area so established, and shall govern the allocation of
production from and after the date the participating area becomes effective.
A separate participating area shall be established in like manner for each
separate pool or deposit of unitized substances or for any; group thereof
produced as a single pool or zone, and any two or more participating areas
so established may be combined into one with the consent of the owners of
all working interests in the lands within the participating areas so to be
‘combined, on approval of the Director, the Commissioner, and the Com-
mission. The participating area or areas so established shall be revised
from time to time, subject to like approval, whenever such action appears
proper as a result of further drilling operations or otherwise, to include
additional land then regarded as reasonably proved to be productive in pay-
ing quantities, and the percentage of allocation shall also be revised ac-
cordingly. The effective date of any revision shall be the first of the month
in which is obtained the knowledge or information on which such revision is
predicated, unless a more appropriate effective date is specified in the
schedule. No land shall be excluded from a participating area on account
of depletion of the unitized substances.

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 participating area, nothing herein con-
tained shall be construed as requiring any retroactive adjustment for pro-
duction obtained prior to the effective date of the revision of the participating
area.

In the absence of agrleement at any time between the Unit Operator

and the Director, the Commissioner, and the Commission as to the proper
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definition or redefinition 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 impounded in a manner mutually
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 respectively and the amount thereof
deposited, as directed by the Supervisor and the Commissioner, respectively,
to be held as unearned money until a participating area is finally 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 approved partici-
pating area.

Whenever it is determined, subject to the approval of the Supervisor,
as to wells on Federal land, the Commissioner as to wells on State land,
and the Commission as to Patented land, that a well drilled under this agree-
ment is not capable of production in paying quantities and inclusion of the
land on which it is situated in a participating area is unwarranted, production
from such well shall, for the purposes of settlement among all parties other
than working interest owners, be allocated to the land on which the well is
located so long as such land is not within a participating area established for
the pool or deposit from which such production is obtained. Settlement for
working interest benefits from such a well shall be made as provided in the

unit operating agreement.

12. ALLOCATION OF PRODUCTION: All unitized substances pro-

duced from each participating area established under this agreement, except
any part thereof used in conformity with good operating practices within

the unitized area for drilling, operating, camp and other production or
development purposes, for repressuring or recycling in accordance with

a plan of development approved by the Supervisor, the Commissioner

and the Commission, or unavoidably lost, shall be deemed to be produced
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equally on an acreage basis from the several tracts of unitized land of the
participating area established for such production and, for the purpose of
determining any benefits éccruing under this agreement, each such tract of
unitized land shall have allocated to it such percentage of said production

as the number of acres of such tract included in said participating area bears
to the total acres of unitized land in said participating area. It is 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 said participating area. If any gas pro-
duced from one participating area is used for repressuring or recycling
purposes in another participating area, the first gas withdrawn from such
last-mentioned participating area for sale during the life of this agreement
shall be considered to be the gas so transferred until an amount equal to
that transferred shall be so produced for sale and such gas shall be allo-
cated to the participating area from which initially produced as constituted
at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING

LAND OR FORMATIONS: Any party hereto owning or controlling the working

interest in any unitized land having thereon a regular well location may with
the respective approval of the Supervisor, the Commissioner or the Commis-
sion at such party's sole risk, cost, and expense drill a well to test any for-
mation for which a participating area has not been established or to test any
formation for which a participating area has been established if such location
is not within said participating area, unless within 90 days of receipt of
notice from said party of his intention to drill the well the Unit Operator
elects and commences to drill such well in like manner as other wells are
drilled by the Unit Operator under this agreement.

If any well drilled as aforesaid by a working interest owner re-

sults in production such that the land upon which it is situated may properly
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be included in a participating area, such participating area shall be established
or enlarged as provided in this agreement and the well shall thereafter be oper-
ated by Unit Operator in accordance with the terms of this agreement and the
unit operating agreement.

If any well drilled as aforesaid by a working interest owner obtains
production in quantities insufficient to justify the inclusion in a participating
area of the land upon which such well is situated, such well may be operated
and produced by the party drilling the same subject to the conservation re-
quirements of this agreement. The royalties in amount or value of production
from any such well shall be paid as specified in the underlying lease and
agreements affected.

14. ROYALTY SETTLEMENT: The United States and the State of

New Mexico and all royalty owners who, under existing contract, are en-
titled to take in kind a share of the substances now unitized hereunder pro-
duced from any tract, shall hereafter be entitled to the right to take in kind
their share of the unitized substances allocated to such tract, and Unit Opera-
tor, or in case qf the operation of a well by a working interest owner as herein
in special cases provided for, such working interest owner, shall make deliv-
eries of such royalty share taken in kind in conformity with the applicable
contracts, laws, and regulations. Settlement for royalty interest not taken
in kind shall be made by working interest owners responsible therefor under
existing contracts, laws, and regulations, on or before the last day of each
month for unitized substances produced during the preceding calendar month;
provided, however, that nothing herein contained shall operate to relieve the
lessees of any land from their respective lease obligations for the payment
of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is in-
troduced into any participating area hereunder, for use in repressuring,

stimulation of production, or increasing ultimate recovery, which shall be
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in conformity with a plan first approved by the Supervisor and the Commis-
sioner, a like amount of gas, after settlement as herein provided for any gas
transferred from any other participating area and with due allowance for loss
or depletion from any cause, may be withdrawn from the formation into which
the gas was introduced, royalty free as to dry gas, but not as to the products
extracted therefrom; provided that such withdrawal shall be at such time as
may be provided in the plan of operations or as may otherwise be consented
to by the Supervisor, the Commissioner and the Commission as 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 the
operating regulations and paid in value or delivered in kind as to all unitized
substances on the basis of the amounts thereof allocated to unitized Federal
land as provided herein at the rates specified in the respective Federal leases,
or at such lower rate or rates as may be authorized by law or regulation; pro-
vided that for leases on which the royalty rate depends on the daily average
production per well, said average production shall be determined in accord-
ance 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 working interest owners respon-
sible therefor under existing contracts, laws, and regulations, provided that
nothing herein contained shall operate to relieve the lessees of any land from
their respective lease obligations for the payment of any rental or minimum -
royalty in lieu thereof due under their leases. Rental or minimum royalty
for lands of the United States subject to this agreement shall be paid at the
rate specified in the respective leases from the United States unless such
rental or minimurn royalty is waived, suspended, or reduced by law or by

approval of the Secretary or his duly authorized representative. Rentals
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on State of New Mexico lands subject to this agreement shall be paid at the
rates specified in the respective leases, or may be reduced and suspended
upon the order of the Commissioner of Public Lands of the State of New
Mexico pursuant to applicable laws and regulations.

With respect to any lease on non-Federal land containing provisions
which would terminate such lease unless drilling operations were within the
time therein specified commenced upon the land covered thereby or rentals
paid for the privilege of deferring such drilling operations, the rentals re-
quired thereby shall, notwithstanding 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 some portion of such land is included within
a participating area.

16. CONSERVATION: Operations hereunder and production of unitized

substances shall be conducted to provide for the moét economical and efficient
recovery of said substances without waste, as defined by or pursuant to
State or Federal law or regulation.

17. DRAINAGE: The Unit Operator shall take appropriate and ade-
quate measures to prevent drainage of unitized substances from unitized
land by wells on land not subject to this agreement or pursuant to applicable
regulations pay a fair and reasonable compensatory royalty as determined
by the Supervisor and the Commissioner.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED:

‘The terms, conditions, and provisions of all leases, subleases, and other
contracts relating to exploration, drilling, development, or operation for
oil or gas of lands committed to this agreement are hereby expressly modi-
fied and aménded to the extent necessary to make the same conform to the
provisions hereof, but otherwise to remain’in full force and effect; and the
parties hereto holding interests embracing unitized land of the United States

or of the State of New Mexico hereby consent that the Secretary of the Interior,
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hereinafter referred to as '""Secretary', and the Commissioner, respectively,
shall, and said Secretary and Commissioner by their approval hereof, or by
the approval hereof by their duly authorized representative, does hereby es-
tablish, alter, change, or revoke the drilling, producing, rental, minimum
royalty, and royalty requirements of Federal and State leases committed
hereto and the regulations in respect thereto 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 modi-
fied in accordance with the following:

(a) The development and operation of lands subject to this agree-
ment under the terms hereof shall be deemed full performance of all obliga-
tions for development and operation with respect to each and every part or
separately owned tract subject to this agreement, regardless of whether
there is any development of any particular part or tract of the unit area, not-
withstanding anything to the contrary in any lease, operating agreement or
other contract by and between the parties hereto, or their respective pre-
decessors in interest, or any of them.

(b) Drilling and producing operations performed hereunder upon
any tract of unitized 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
shall be deemed to expire by reason of failure to drill or produce wells situ-
ated on the land therein embraced.

(c) Suspension of drilling or producing operations on all unitized
lands pursuant to direction or consent of the Secretary or his duly authorized
representative and on all unitized lands of the State of New Mexico pursuant
to the direction or consent of the Commissioner or his duly authorized rep-
resentative, shall be deemed to constitute such suspension pursuant to such
direction or consent as to each and every tract of unitized land.

(d) Each lease, sublease or contract relating to the exploration,

drilling, development or operation for oil or gas of lands other than those of
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the United States, committed to this agreement, which, by its terms might
expire prior to the termination of this agreement, is hereby extended beyond
any such term so provided therein so that it shall be continued in full force
and effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or any
renewal thereof or any part of such lease which is made subject fo this agree-
ment shall continue in force beyond the term provided therein until the termi-
nation hereof. Any other Federal lease committed hereto shall continue in
force beyond the term so provided therein or by law as to the committed land
so long as such land remains committed hereto, provided unitized substances
are discovered in paying quantities within the unit area prior to the expiration
date of the primary term of such lease.

(f) Each sublease or contract relating to the operation and development
of unitized substances from lands of the United States committed to this agree-
ment, which by its terms would expire prior to the time at which the under-
lying lease, as extended by the immediately preceding paragraph, will expire,
is hereby extended beyond any such term so provided therein so that it shall
be continued in full force and effect for and during the term of the underlying
lease as such term is herein extended.

(g) Any lease having only a portion of its lands committed hereto
shall be segregated as to the portion committed and the portion not commiti:ed,
and the terms of such lease shall apply separately to such segregated portions
commencing as of the effective date hereof. In fhe event any such lease pro-
vides for a lump-sum rental payment, such payment shall be prorated betwe.en
the portions so segregated in proportion to the acreage of the respective tracts.

19, COVENANTS RUN WITH LAND: The covenants herein shall be

construed to be covenants running with the land with respect to the interest
of the parties hereto and their successors in interest until this agreement ter-

minates, and any grant, transfer, or conveyance, of interest in land or leases
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subject hereto shall be and hereby is conditioned upon the assumption of all
privileges and obligations hereunder by the grantee, transferee, or other
successor in interest. No assignment or transfer of any working interest,
royalty, or other interest subject hereto shall be binding upon Unit Operator
until the first day of the calendar month after Unit Operator is furnished with
the original, photostatic, or certified copy of the instrument of transfer.

20. EFFECTIVE DATE AND TERM: This agreement shall become

effective upon approval by the Secretary and the Commissioner or their duly
authorized representatives and shall terminate five years from said effec-
tive date unless (a) such date of expiration is extended by the Director and
Commissionér, or (b) it is reasonably determined prior to the expiration
of the fixed term or any extension thereof that the unitized land is incapable
of production of unitized substances in paying quantities in the formations
tested hereunder and after notice of intention to terminate the agreement on
such ground is given by the Unit Operator to all parties in interest at their
last known addresses, the agreement is terminated with the approval of the
Director and the Commissioner, or (c} a valuable discovery of unitized
substances has been made on unitized land during said initial term or any
extension thereof, in which event the agreement shall remain in effect for
such term and so long as unitized substances can be produced in paying quanti-
ties, i. e., in this particular instance in quantities sufficient to pay for the
cost of producing same from wells on unitized land within any participating
area established hereunder and, should production cease, so long thereafter
as diligent operations are in progress for the restoration of production or
discovery of new production and so long thereafter as the unitized substances
so discovered can be produced as aforesaid, or (d) it is terminated as hereto-
fore provided in this agreement.

This agreement may be terminated at any time by not less than 75

er centum, on an acreage basis, of the owners of working interests signator
8 y
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hereto, with the approval of the Director and the Commaissioner; notice of
any such approval to be given by the Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION:

The Director is hereby vested with authority to alter or modify from time to
time in his discretion the quantity and rate of production under this agreement
when such quantity and rate is not fixed pursuant to Federal or State law or
does not conform to any state-wide voluntary conservation or allocation pro-
gram, which is established, recognized, and generally adhered to by the
majority of operators in such State, such authority being hereby limited to
alteration or modification in the public interest, the purpose thereof and
the public interest to be served thereby to be stated in the order of alteration
or modification. Without regard to the foregoing, the Director is also hereby
vested with authority to alter or modify from time to time in his discretion
the rate of prospecting and development and the quantity and rate of pro-
duction 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 applicable Federal or State law; provided further
that no such alteration or modification shall be effective as to any land of the
State of New Mexico as to the rate of prospecting and development in the
absence of the specific written approval thereof by the Commissioner and
as to any lands of the State of New Mexico or privately-owned lands subject
to this agreement as to the quantity and rate of production in the absence of
specific written approval thereof by the Commission.

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

22. CONFLICT OF SUPERVISION: Neither the Unit Operator nor

the working interest owners nor any of them shall be subject to any forfei-

ture, termination, or expiration of any rights hereunder or under any

- 20 -



leases or contracts subject hereto, or to any penalty or liability for delay

or failure in whole or in part to comply therewith to the extent that the said
Unit Operator, working interest owners or any of them are hindered, delayed,
or prevented from complying therewith by reason of failure of the Unit Oper-
ator to obtain with the exercise of due diligence the concurrence of the rep-
resentatives of the United States and the representatives of the State of

New Mexico in and about any matters or thing concerning which it is required
herein that such concurrence 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 provisions of the laws of the State 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 Mexico.

23. APPEARANCES: Unit Operator shall, after notice to other

parties affected, have the right to appear for or on behalf of any and all
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 opera-
tions before the Department of the Interior or any other legally constituted
authority; provided, however, that any other interested party shall also
have the right at his own expense to be heard in any such proceeding.

24. NOTICES: All notices, demands or statements required here-
under to be given or rendered to the parties hereto shall be deemed fully
given if given in writing and personally delivered to the party or sent by
postpaid registered mail, addressed to such party or parties at their
respective addresses set forth in connection with the signatures hereto or
to the ratification or consent hereof or to such other address as any such
party may have furnished in writing to party sending the notice, demand or

statement.
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25. NO WAIVER OF CERTAIN RIGHTS: Nothing in this agreement

contained shall be construed as a waiver by any party hereto of the right to
assert any legal or constitutional right or defense as to the validity or invalidity
of any law of the State wherein said unitized lands are located, or of the United
States, or regulations issued thereunder in any way affecting such party, or as
a waiver by any such party of any right beyond his or its authority to waive.

26. UNAVOIDABLE DELAY: All obligations under this agreement

requiring the Unit Operator to commence or continue drilling or to operate on
or produce unitized substances from any of the lands covered by this agreement
shall be suspended while, but onlSr so long as, the Unit Operator despite the
exercise of due care and diligence is prevented from complying with such ob-
ligations, in whole or in part, by strikes, acts of God, Federal, State, or
municipal law or agencies, unavoidable accidents, uncontrolliable delays in
transportation, inability to obtain necessary materials in open market, or
other matiers beyond the reasonable control of the Unit Operator whether
similar to matters herein enumerated or not.

27. FAIR EMPLOYMENT: The Unit Operator shall not discrimi-

nate against any employee or applicant for employment because of race, creed,
color or national origin, and an identical provision shall be incorporated in
all sub-contracts.

28. LOSS OF TITLE: In the event title to any tract of unitized land

shall fail and the true owner cannot be induced to join in this unit agree-
ment, such tract shall be automatically regarded as not committed hereto
and there shall be such readjustment of future costs and benefits as may be
required on account of the loss of such title. In the event of a dispute as to
title as to any royalty, working interest, or other interests subject thereto,
payment or delivery on account thereof may be withheld without liability for
interest until the dispute is finally settled; provided, that, as to Federai and

State land or leases, no payments of funds due the United States or the State
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of New Mexico should be withheld, but such funds shall be deposited as
dirééted by the Supervisor and the Commissioner of Public Liands of the
State of New Mexico, respectively, to be held as unearned money pending
final settlement of the title dispute, and then applied as earned or returned
in accordance with such final settlement.

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

In order to avoid title failures which might incidentally cause the
title to a working interest or interests to fail, the owners of (a) the surface
rights to lands lying within the unit area, (b) severed minerals or royalty
interests in said lands, and (c) improvements located on said lands but
not utilized for unit operations, shall individually be responsible for the
rendition and assessment, for ad valorem tax purposes, of all such property,
and for the payment of such taxes, except as otherwise provided in any
contract or agreement between such owners and a working interest owner
or owners or in the unit operating agreement. If any ad valorem taxes are
not paid by such owners responsible therefor when due, the Unit Operator
may, at any time prior to tax sale, pay the same, redeem such property, and
discharge such tax liens as may arise through non-payment. In the event
the Unit Operator makes any such payment or redeems any such property
from tax sale, the Unit Operator shall be reimbursed therefor by the working
interest owners in proportion to their respective percentages of participation;
and Unit Operator shall withhold from the proceeds otherwise due to said
delinquent taxpayer or taxpayers, an amount sufficient to defray the costs
of such payment or redemption, such withholdings to be distributed among
the working interest owners in proportion to their respective contributions

toward such payment or redemption.
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29. NON-JOINDER AND SUBSEQUENT JOINDER: If the owner of

any substantial interest in a tract within the unit area fails or refuses to
subscribe or consent to this agreement, the owner of the working interest

in that tract may withdraw said tract from this agreement by written notice

to the Director, the Commissioner and the Unit Operator prior to the approval
of this agreement by the Director and the Commissioner. Any oil or gas
interests in lands within the unit area not committed hereto prior to submis-
sion of this agreement for final approval may thereafter be committed hereto
by the owner or owners thereof subscribing or consenting to this agreement,
and, if the interest is a working interest, by the owner of such interest also
subscribing to the unit operating agreement. After operations are commenced
hereunder, the right to subsequent joinder, as provided in this section, by

a working interest owner is subject to such requirements or approvals, if
any, pertaining to such joinder, as may be provided for in the unit operating
agreement. After final approval hereof joinder by a non-working interest
owner must be consented to in writing by the working interest owner com-
mitted hereto and responsible for the payment of any benefits that may
accrue hereunder in behalf of such non-working interest. Prior to final
approval hereof, joinder by any owner of a non-working interest must be
accompanied by appropriate joinder by the owner of the corresponding work-
ing interest in order for the interest to be regarded as effectively committed
hereto. Except as may otherwise herein be provided subsequent joinders

to this agreement shall be effective as of the first day of the month following
the filing with the Supervisor and the Commissioner of duly executed counter-
parts of all or any papers necessary to establish effective commitment of

any tract to this agreement unless objection to such joinder is duly made
within 60 days by the Director or Commissioner.

30. COUNTERPARTS: This agreement may be executed in any

number of counterparts no one of which needs to be executed by all parties
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or may be ratified or consented to by separate instrument in writing specifi-
cally referring hereto and shall be binding upon all those parties who have
executed such a counterpart, ratification, or consent hereto with the same
force and effect as if all such parties had signed the same document and re-
gardless of whether or not it is executed by all other parties owning or claim-
ing an interest in the lands within the above-described unit area.

31. SURRENDER: Nothing in this agreement shall prohibit the exer-

cise by any working interest owner of the right to surrender vested in such
party in any lease, sub-lease, or operating agreement as to 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 as a result of any such surrender, the working interest rights as
to such lands become vested in any party other than the fee owner of the
unitized substances, said party shall forfeit such rights and no further bene-
fits from operations hereunder as to said land shall accrue to such party,
unless within ninety (90) days thereafter said party shall execute this agree-
ment and the unit operating agreement as to the working interest acquired
through such surrender, effective as though such land had remained con-
tinuously subject to this agreement and the unit operating agreement. And
in the event such agreements are not so executed, the party next in the
chain of title shall be and become the owner of such working interest at
the end of such ninety (90) day period, with the same force and effect as
though such working interest had been surrendered to such party.

If as the result of any such surrender or forfeiture the working
interest rights as to such lands become vested in the fee owner of the unitized
substances, such owner may:

(1) Execute this agreement and the unit operating agreement as
a working interest owner, effective as though such land had remained con-

tinuously subject to this agreement and the unit operating agreement.
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(2) Again lease such lands but only under the condition that the
holder of such lease shall within thirty (30) days after such lands are so
leased execute this agreement and the unit operating agreement as to each
participating area theretofore established hereunder, effective as though such
land has remained continuously subject to this agreement and the unit operat-
ing agreement.

(3) Operate or provide for the operation of such land independently
of this agreement as to any part thereof or any oil or gas deposits therein not
then included within a participating area..

If the fee owner of the unitized substances does not execute this agree-
ment and the unit operating agreement as a working interest owner or again
lease such lands as above provided with respect to each existing participating
area, within six (6) months after any such surrender or forfeiture, such fee
owner shall be deemed to have waived the right to execute the unit operating
agreement or lease such lands as to each such participating area, and to
have agreed, in consideration for the compensation hereinafter provided,
that operations hereunder as to any such participating area or areas shall
not be affected by such surrender.

For any period the working interest in any lands are not expressly
committed to the unit operating agreement as the result of any such surrender
or forfeiture, the benefits and obligations of operations accruing to such lands
under this agreement and the unit operating agreement shall be shared by the
remaining owners of unitized working interests in accordance with their res-
pective participating working interest ownerships in any such participating
area or areas, and such owners of working interests shall compensate the fee
owner of unitized substances in such lands by paying sums equal to the rentals,
minimum royalties, and royalties applicable to such lands under the lease in

effect when the lands were unitized, as to such participating area or areas.
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Upon commitment of a working interest to this agreement and the
unit operating agreement as provided in this section, an appropriate ac-
counting and settlement shall be made, to reflect the retroactive effect of
the commitment, for all benefits accruing to or payments and expenditures
made or incurred on behalf of such surrendered working interest during the
period between the date of surrender and the date of recommitment, and pay-
ment of any moneys found to be owing by such an accounting shall be made
as between the parties then‘signatory to the unit operating agreement and this
agreement within thirty (30) days after the recommitment. The right to be-
come a party to this agreement and the unit operating agreement as a work-
ing interest owner by reason of a surrender or forfeiture as provided in this
section shall not be defeated by the non-existence of a unit operating agree-
ment and in the event no unit operating agreement is in existence and a
mutually acceptable agreement between the proper parties thereto cannot
be consummated, the Supervisor may prescribe such reasonable and equi-
table agreement as he deems warranted under the circumstances.

Nothing in this section shall be deemed to limit the right of joinder
or subsequent joinder to this agreement as provided elsewhere in this agree-
ment. The exercise of any right vested in a working interest owner to re-
assign such working interest to the party from whom obtained shall be sub-
ject to the same conditions as set forth in this section in regard to the exercise
of a right to surrender.

32. ROYALTY OWNERS' TAXES: Each royalty owner shall render

and pay all ad valorem taxes, including ad valorem taxes measured by pro-
duction levied against its royalty or mineral interest. Unit Operator shall
pay, as an agent for the working interest owners, each royalty owner's

share of all taxes other than ad valorem taxes levied on, or measured by,

the unitized substances in and under, or that may be produced, gathered, and

sold from the lands subject hereto, or upon the proceeds or net proceeds
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derived therefrom, to the extent that the same are made payable by law
by any working interest owner. Each working interest owner shall reim-
burse Unit Operator for taxes so paid on its behalf and such working
interest owner shall make proportionate deductions of said amounts in
settling with its royalty owners in each separately owned tract. No such
taxes shall be charged to the United States or the State of New Mexico.

33. NO PARTNERSHIP: It is expressly agreed that the relation

of the parties hereto is that of independent contractors and nothing in this
agreement contained, expressed or implied, nor any operations conducted
hereunder, shall create or be deemed to have created a partnership or
association between the parties hereto or any of them.

IN WITNESS WHEREOQF, the parties hereto have caused this agree-
ment to be executed and have set opposite their respective names the date
of execution.

UNIT OPERATOR AND WORKING INTEREST OWNER

ATTEST: DATE: STANOLIND OIL AND GAS COMPANY

By
Assistant Secretary Vice President

Address: P. O, Box 1410. Fort Worth, Texas

WORKING INTEREST OWNERS

ATTEST: DATE: GULF OIL CORPORATION
By
Secretary President
Address:
ATTEST: DATE: HUMBLE OIL & REFINING COMPANY
By
Secretary President
Address:

- 28 -



WORKING INTEREST OWNERS

ATTEST: DATE: HELMERICK & PAYNE, INC.

By
Secretary President

Address: First National Bank Bldg., Tulsa QOklahoma

ATTEST: DATE: LARIO OIL & GAS COMPANY
By
Secretary President
Address:
ATTEST: DATE: MAGNOLIA PETROLEUM COMPANY
By
Secretary President
Address:
ATTEST: DATE: SEABOARD OIL COMPANY OF DELAWARE
By
Secretary President
Address:
ATTEST: DATE: SUN OIL COMPANY
By
Secretary President
Address:
ATTEST: DATE: SUNSHINE ROYALTY COMPANY
By
Secretary President
Address:
ATTEST: DATE: TIDE WATER ASSOCIATED OILL. COMPANY
By
Secretary President
Address:
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WORKING INTEREST OWNERS

DATE:
Address:
James H. Snowden

Address: Date:
Address: Date:
Address: Date:
Address: Date:
Address: Date:
Address: Date:
Address: Date:
Address: Date:
Address: Date:
Address: Date:
Address: Date:
Address: Date:
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OTHER PARTIES

Address: Date:
Address: Date:
Address: Date:
Address: Date:
Address: Date:
Address: Da.te:
Address: Date:
Address: Date:
Address: Date:
Address: Date:
Address: Date:
Address: Date:
Address: Date:
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STATE OF )

COUNTY OF )
On this day of » 19 , before me appeared
, to me personally known, who, being
by me duly sworn, did say that he is the President of

and that the seal affixed to said instrument is
the corporate seal of said corporation, and that said instrument was signed and
sealed in behalf of said corporation by authority of its Board of Directors, and
said acknowledged said instrument to be
the free act and deed of said corporation.

Given under my hand and notarial seal this day of

19

My commission expires:

Notary Public

STATE OF )
COUNTY OF )
On this day of , 19 , before me appeared
, to me personally known, who, being
by me duly sworn, did say that he is the President of

and that the seal affixed to said instrument is
the corporate seal of said corporation, and that said instrument was signed and
sealed in behalf of said corporation by authority of its Board of Directors, and
said acknowledged said instrument to be
the free act and deed of said corporation.

Given under my hand and notarial seal this day of

19

My commission expires:

Notary Public

STATE OF )
COUNTY OF )
On this day of , 19 , before me appeared
, to me personally known, who, being
by me duly sworn did say that he is the President of

and that the seal affixed to said instrument is
the corporate seal of said corporation, and that said instrument was signed and
sealed in behalf of said corporation by authority of its Board of Directors, and
said acknowledged said instrument to be
the free act and deed of said corporation.

Given under my hand and notarial seal this day of

19

My commission expires:

Notary Public



STATE OF )

COUNTY OF )

On this day of . 19 , before me personally ap-
peared to me known to be the person
described in and who executed and delivered the foregoing instrument, and
acknowledged to me that executed the same as free act
and deed.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this day of
» 19

My commission expires:

Notary Public

STATE OF )
COUNTY OF )
On this day of , 19 , before me personally ap-
peared to me known to be the person
described in and who executed and delivered the foregoing instrument, and
acknowledged to me that executed the same as free act
and deed.
GIVEN UNDER MY HAND AND SEAL OF OFFICE, this day of

» 19

My commission expires:

Notary Public

STATE OF )

COUNTY OF )

On this day of , 19 , before me personnaly ap-
peared to me known to be the person

described in and who executed and delivered the foregoing instrument, and
acknowledged to me that executed the same as free act
and deed.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this day of
» 19

My commission expires:

Notary Public



RATIFICATION AND JOINDER OF UNIT AGREEMENT

In consideration of the execution of the Unit Agreement for the Development
and Operation of the Welch Unit Area, County of Eddy, State of New Mexico,
in form approved on behalf of the Secretary of the Interior, the undersigned
owners of lands or leases, or interests therein or royalties presently held or
which may arise under existing option agreements, or other interests in pro-
duction covered by said Unit Agreement hereby severally, each to the extent
of his particular ownership or interest, as may appear, consent to the inclu-
sion of said lands within the Unit Area therein defined, approve and adopt the
terms of said Unit Agreement and any modifications thereof approved by the
Secretary of the Interior or his duly authorized representative as applicable

to said several lands and interests, agree that the term of any lease given by
the undersigned or under which the undersigned claims an interest herein is
extended and modified to the extent necessary to make the same conform to
the term of said Unit Agreement, agree that the drilling, development and pro-
ducing requirements of all leases and other contracts in which their several
rights and interest are created or defined shall be deemed fully performed by
performance of the provisions of said Unit Agreement, and agree that payment
for or delivery of (whichever may be required under prior agreements) oil and
gas duly made at contract rates applied to the production allocated under said
Unit Agreement to the particular lands to which such rights or interests do or
shall apply, regardless of actual production therefrom, shall constitute full
performance of all such obligations to the undersigned existing under such
leases or other contracts.

This Ratification and Joinder of Unit Agreement may be executed in any num-
ber or counterparts with the same force and effect as if all parties had signed
the same document and shall be binding upon all those who execute a counter-
part hereof, regardless of whether or not it is executed by all other parties
owning or claiming an interest in the lands affected hereby, and when so exe-
cuted shall be binding upon the undersigned, his heirs, devisees, assigns or
successors in interest.

SIGNATURES AND ADDRESSES

Name Name
Address Address
Name Name
Address . Address
Name Name

Address Address




