
UNIT. AGREEMENT FOR THE DEVELOPMENT AND 
OPERATION OF THE ROSA UNIT AREA, 

COUNTIES OF SAN JUAN AND RIO ARRIBA, 
STATE OF NEW MEXICO 

I-Sec. No. 537 

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 

o l f or gas interests in the unit area subject to this agreement; and o 

UJ 

r n 
WHEREAS, the act of February 25, 1920, 41 Stat. 437, 30 U.S.C. Sec. 181, fe 

et. seq., as amended bv the act of August 3, 1946, 60 Stat. 950, authorizes Fed- IV) -CT" 
ro r~]"> 

eral lessees and their representatives to unite with each other, or j o i n t l y or . C"J 

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

or unit plan of development or operation of any o i l or gas pool, f i e l d , or l i k e 

area, or any part thereof, for the purpose of more properly conserving the natural 

resources thereof whenever determined and certified by the Secretary of the Inte-

r i o r 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 ap

prove this agreement on behalf of the State of New Mexico, insofar as i t 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 ADt of the Legislature (Chap. 72, Laws 1935) to approve this 

agreement and the conservation provisions hereof; 

WHEREAS, the parties hereto hold sufficient interests i n the Rosa Unit 

Area to give reasonably effective control of operations therein; and 

WHEREAS, i t is the purpose of the parties hereto to conserve natural 

resources, prevent waste, -and secure other benefits obtainable through develop-
i 

ment and operation of the area subject to thi3 agreemant under the terms, condi

tions and limitations herein set forth; 

NOW, THEREFORE, i n consideration of the premises and the promises herein 

contained, the parties hereto commit to this agreement their respective Interests 

i n the unit area and agree severally amon;; themselves as follows: 
12-8 -47 BEFORE THIS OIL CONSERVATION COMMISSION 

SanUi Fe, New Mexico 
Case No. 14521 Exhibit No. 2 _ 

Submitted by: (l^aSa. <X«tf f t / c 1 Q 
WILLIAMS PRODUCTION CO.. LLC 

I-Iearinj; Date: July 29, 2010 



V 

1 . ENABLING ACT AND REGULATIONS: Tha act of February 25, 1920, aa 

amended, supra, and a l l v a l i d per t inent regu la t ions , Inc luding operating and .unit 

plan regu la t ions , heretofore Issued thereunder or v a l i d pe r t inen t and reasonable 

regulat ions hereaf te r issued thereunder are accepted and made a part of t h i s agree

ment, and as to non-Federal land applicable State laws are accepted and made part 

of t h i s agreement. 

2 . UNIT AREA: The f o l l o w i n g described land i s hereby designated and 

recognized aa c o n s t i t u t i n g the u n i t area: 

NEW MEXICO PRINCIPAL MERIDIAN 
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Tota l u n i t area embraces 54,209.49 acres, more or l » s s . 



Exhibit "A" attached hereto i s a map showing the unit area and. the known, 

ownership of a l l land and leases i n said area. Exhibit "B" attached hereto is a 

sah'edule showing the percentage and kin*- of ownership of o i l and gas interests In 

a l l land i n the unit area. Exhibits "A" and "B" shall bs revised by the Unit Oper

ator whenever changes in the unit area or other changes render such revision nec

essary, and not less than six copies of the revised exhibits shall be f i l e d with 

the Oil and Gas Supervisor. 

The above-described unit area shall be expended or contracted, whenever 

3uch 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 t i t l e . Such expansion or contrac

tion shall be i n the following manner: (a) Unit Operator, on i t s own motion or on 

demand of the Director of the Geological Survey, hereinafter referred to as •Direc

tor", or on demand of the Commissioner of Public Lands of the State of New Mexico, 

^hereinafter referred to as "Commissioner", shall prepare a notice of proposed ex

pansion or contraction describing the contemplated changes i n the boundaries of 

the unit area, the reasons therefor, and the proposed effective date thereof; 

(b) Said notice shall be delivered to the Oil and Gas Supervisor, here

inafter referred to as "Supervisor", and Commissioner, and copies thereof mailed 

to the l a s t known address of each working interest owner, lessee, and lessor whose 

interests are affected, advising that 30 days w i l l be allowed for submission to 

the Unit Operator of any objections; 

(c) Upon expiration of the 30-iay period provided i n the preceding item 

(b) hereof, Unit Operator shall f i l e with the Supervisor and Commissioner evidence 

of mailing of ̂ ;he notice of expansion or contraction and a copy of any objections 

thereto which have been f i l e d with the Unit Operator; 

(d) After due consideration of a l l pertinent information, the expansion 

or contraction shall, upon approval by the Director and Commissioner, become ef

fective as of the date prescribed i n the notioe thereof. 

A l l land committed to this agreement shall constitute land referred to 

herein as "unitized land" or "land subject to this agreement". 

3. UNITIZED SUBSTANCESi Al l o i l , gas, natural gasoiine, and associated 

f l u i d hydrocarbons i n any and a l l formations of the unitized land are unitized 

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

t 



4, UNIT OPERATOR: Stanolind Oil and Gas Company i s hereby designated 

as Unit Operator and by signature hereto commits to this agreement a l l . interests 

i n unitized substances vested i n i t as set forth i n Exhibit "B", and 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, 3uch reference means the Unit Oper

ator acting i n that capacity and, not as an owner of interests i n unitized substances. 

The Unit Operator may resign as Unit Operator whenever not i n default 

under this agreement, but no Unit Operator shall be relieved fr/Sm the duties and 

obligation* of Unit Operator for a period of six months after i t has served notice 

of intention to resign, on a l l owners) of working interests subject hereto and the 

Director and Commissioner unless" aT'r.ew-Unit Operator shall have been selected and 

approwwi, and shall fjaya.aasumed. the duties and obligations of Unit Operator prior 

to the. expiration of said', six-month period. Upon default or failure i n the per

formance of i t s duties or obligations under this agreement, the Unit Operator may 

be removed by a majority vote of owners of working interests determined i n like 

manner as herein provided f o r the selection of a successor Unit Operator. Prior 

to the effective date of relinquishment by or within six months after removal of 

Unit Operator, the duly qualified successor Unit Operator shall have an option to 

purchase on reasonable terms a l l or any part of the equipment, material, and appur

tenance 3 i n or upon the land subjec-fc to this agreement, owned by the r e t i r i n g Unit 

Operator and used i n i t s capacity as such Operator, or i f no qualified successor 

operator has been designated, the working interest owners may purchase such equip

ment, material, and appurtenances. At any time within the next ensuing three 

months any equipment, material, and appurtenances not purchased and not necessary 

for the preservation of wells may be removed by the r e t i r i n g Unit Operator, but 

i f not removed shall become the Joint property of the ovnara of unitized working 

interests i n the participating- area or, i f no participating area has been estab

lished, i n the entire unit area. The termination of the rights as Unit Operator 

under this agreement shall not terminate the ri g h t , t i t l e , or interest of such 

Unit Operator i n i t s separate capacity as owner of interests i n unitized substances. 

5. SUCCESSOR UNIT OPERATOR: Whenever the Unit Operator shall relinquish 

the right aa Unit Operator or shall be removed, the owners of the unitized working 

interests i n the participating area on an acreage basis, or i n the unit area on 



an acreage basis u n t i l a. participating area shell hare been established, shall 

select a new Unit Operator. A- majority rote of the working interest qualified to 

vote shall be required to select a new unit Operator; provided, that i f 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 at least one additional working 

interest owner shall be required to select a new Unit Operator. Suoh selection 

shall not become effective u n t i l (a) a Unit Operator so selected shall accept i n 

writing the duties and responsibilities of Unit Operator, and (b) the selection 

shall have been approved by the Director and Commissioner. I f no successor Unit 

Operator is selected and qualified as herein provided, the Director and Commis

sioner at their election may declare this unit agreement terminated. 

6. UHir ACCOUNTING AGREEMENT: I f the Unit Operator is not the sole 

owner of working interests, a l l costs and expenses incurred in conducting unit 

operations hereunder and the working interest benefits accruing hereunder shall 

be apportioned among the owners of unitized working Interests l n accordance with 

a unit accounting agreement bv and between:the Unit Operator and the other owners 
' v-

of suoh interests, whether one or more, separately or collectively. Any agreement 

or agreements entered into between the working Interest owners and the Unit Opera

tor as provided l n this seotion, whether one or more, are herein referred to as the 

"unit accounting agreement1*. No such agreement shall be deemed either to modify 

any of the terms and conditions of this unit agreement or to relieve the Unit Oper

ator of any right or obligation established under this unit agreement, and i n case 

of any inconsistency or conflict between this unit agreement:and -the unit account

ing agreement, this unit agreement shall prevail. Three true copies of any unit 

accounting agreement executed pursuant to this section shall be f i l e d with the 

Supervisor. 

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise speci

f i c a l l y provided herein, the exclusive right, privilege, and duty of exercising 

any and a l l rights of the parties hereto which are necessary or convenient for 

prospecting for, producing, and storing the unitized substances are hereby vested 

i n and shall be exercised by the Unit Operator as herein provided. Each working 

Interest owner shall take l n value or shall take in kind or market, individually 

or through an agent i t s respective portion of the unitized substances and acting 

individually or through an agent shall pay a l l royalty, overriding royalty or other 

- - • - 5 



payments to which the portion of such, working interest owner i s subjeat. The 

right i s hereby secured to the United States and the State of New Mexico under 

existing or future laws and regulations to elect to take i t s respective royalty 

3hares i n kind or value. Acceptable evidence of t i t l e to said rights shall be 

deposited with said Unit Operator and, together with this agreement, shall con

stitute and define the rights,, privileges, and obligations of Unit Operator. 

Nothing herein, however, shall be construed to transfer t i t l e to any land or to 

any lease or operating agreement, i t being understood that under this agreement 

the Unit Operator, i n i t s capacity aa Unit Operator, shall exercise the rights 

of possession and use vested i n the parties hereto only for the purposes herein 

specified. 

The Unit Operator shall pay a l l costs and expenses of operation with 

respect to the unitized land; and no charge therefor shall be made against the 

royalty; owners1.,. I f and when, the- Unit Operator Is. not the sole owner of a l l work

ing interests,: .such costs shall, be charged to the account of the owners of work

ing Interests, and the Unit. Operator shall be reimbursed therefor by suoh ownara 

and ahull, account to the working interest owners for their respective shares of 

the revenue and benefits derived from, operations hereunder, a l l i n the manner and 

to the extent provided i n the unit accounting agreement. .I f the Unit Operator is 

the sole working interest owner, he shall bear a l l such costs and expenses. The 

Unit Operator shall render each month to the owners of unitized interests entitled 

thereto an accounting of ther operations on unitized land during the previous cal

endar month, and shall pay i n value, or deliver i n kind to each party entitled 

thereto a proportionate and allocated share of the benefits accruing hereunder 

in conformity with operating agreements, leases, or other independent contracts 

between the Unit Operator and the parties hereto either collectively or individ

ually. 

The development and operation of land subject to this agreement under 

the terms hereof shall be deemed f u l l performance by the Unit Operator of »"P. ob

ligations for suoh development and operation with respect to each and every part 

of separately owned tract of land 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 any of them. 

- 6 -



3. DRILLING TO DISCOVER! I. Within six aontha after tha effective date- : 

hereof,, the Unit Operator shall begin to d r i l l an adequate^ test well at n. location:.- •• ••̂•wUv 

to be approved by the- Supervisor i f such location la upon lands of the united States, 

and I f upon State lands or patented lands, such location shall be approved by the 

Oil Conservation Commission of tha State of New Mexico, hereinafter referred to as- :-

"CommisBlon''; and thereafter continue such d r i l l i n g diligently to a depth of 7,000 

feet, unless at a lesser depth unitized substances shall be discovered which can 

be produced i n paying quantities or unless at a lesser depth the Dakota formation 

has been adequately tested, or the Unit Operator shall at any time establish to the 

satisfaction of the Supervisor as to wells on Federal land, or the Commission as to 

wells on State land or patented land,, that further dr i l l i n g , of said well would not 

be warranted. I T the f i r s t or any subsequent teat well f a i l s to result i n the dis

covery of a deposit of. unitized substances capable of being produced i n paying quan

t i t i e s , the unit Operator shall continue d r i l l i n g diligently one well at a time, 

allowing not more than s i x months between the completion of one well and the begin

ning of the next, well, - u n t i l a well capable of producing unitized substances l n pay

ing quantities \ a completed to the satisfaction of said Supervisor i f on Federal 

land or the Commissioner i f on State land or patented land, or u n t i l i t i s reason

ably proved that the unitized land i s incapable of producing unitized substances i n 

paying quantities. Nothing i n this section shall be deemed to l i m i t the right of 

the Unit Operator to resign, as provided i n Section 4 hereof, after any well d r i l l e d 

under this section i s placed i n a satisfactory condition for suspension or is plugged 

and abandoned pursuant to applicable regulations. The Director and Commissioner may 

modify the d r i l l i n g requirements of this section by granting reasonable extensions 

of time when, i n their opinion, such action is warranted. Upon failure to comply 

with the d r i l l i n g provisions of this section, the Director and Commissioner may, 

after reasonable notice to the Unit Operator, and each working interest owner, les

see, and lessor at their last known addresses, declare this unit agreement terminated. 

The d r i l l i n g of an i n i t i a l test well to the depth and i n the manner here

inabove specified by the Unit Operator shall satisfy the requirement set forth here

inabove for the d r i l l i n g of such well, notwithstanding that such wall may have been 

commenced prior to the effective date of this agreement. 

9. PLAN OF FURTHER DEVELOPMENT AND OPERATION: Within six months after 

completion of a well capable of producing unitized substances i n paying quantities, 
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tha Unit Oparator shall submit for the approval of the Saporviior, t h * Ccsaaiseloiierv; 

and the Commission an acceptable plan of development and operation for .the- unitiaed '-H£;'' 

TiTiri which, when approved by the Supervisor, the Commissioner, and the Conalaslon, ' D 

shall constitute the further d r i l l i n g ' and operating obligations of the Unit Opera

tor under this agreement for the period specified therein. Thereafter, from time 

to tiae before the expiration of any existing plan,, the Unit Operator shall submit .,•'•'.'£ 

for the approval of the Supervisor, tha Commiasioner, and the Commission, a plan for 

an additional specified period for the- development and operation of tbe unitized 

land. Any plan submitted pursuant to this section shall provide for exploration 

of the unitized area and for the detaradnation of the commercially productive area 

thereof i n each and every productive* formation and shall be as complete and adequate 

as the Supervisor, tha Commissioner, and' the Commission may determine to be neces

sary for timely development and proper' conservation of the o i l and gas resources of 

the unitized area and shall, (a) opacify the • number and locations of any wells to b* 

dr i l l e d and the proposed order and ti«a for such d r i l l i n g ; and (b) to the extent 

practicable specify the oparajtiag practices regarded as necessary and adv&able for 

proper conservation, of natural, resouroaav Separate plans may be submitted for sepa

rate productive zones, subject to tbe approval of the Supervisor, the Commissioner, 

and the Commission. Said plan or plana shall be modified or supplemented when nec

essary to meet changed condition* or to protect the Interests of a l l partieB to this 

agreement. Reasonable diligence shall be exercised i n complying with the obligations 

of the approved plan of development. Tha Supervisor and Commissioner are authorized 

to grant a reasonable extension of tha six-month period herein prescribed for submis

sion of an i n i t i a l plan of development where such action is j u s t i f i e d because of un

usual conditions or circumstances, a l l parties hereto agree that after completion 

of one commercially productive well, no further wells except 3uch as may be neces

sary to afford protection against operations not under this agreement shall be dr i l l e d 

except i n accordance with a plan of development approved as herein provided. 

10. PARTICIPATION UFTEM. DISCOVERT: Upon completion of a well capable of 

producing unitized substances in paying quantities or as soon thereafter as required 

by the Supervisor or the Commissioner, the Unit Operator shall submit for approval 

by the Director, the Commissioner, and the Commission a schedule, based on subdivi

sions of the public-land survey -or aliquot parts thereof; of a l l unitized land then 

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



7' 
'.i 

quantities; a l l land in- said schedule on approval of tha Director, the Commissioner,, 

and the Commission to constitute a participating area, effective- as of the date of 

f i r s t production. Said schedule also shall set f o r t h the percentage of unitized 

substances to be allocated as herein provided to each unitized tract i n the p a r t i c i 

pating area 30 established, and shall govern the allocation of production from and 

after the date the participating area becomes effective. A separata participating 

area shall be established i n l i k e manner for each separate pool or deposit of uni

tized substances or for any group thereof produced as a single pool or zone. The 

participating area or areas so established shall be revised from time to time, sub

ject to l i k e approval, whenever such action appears proper as a result of further 

d r i l l i n g operations or otherwise, to include additional land then regarded aa rea

sonably proved to be productive In paying quantities, and the percentage of alloca

tion shall also be revised accordingly. The effective date of any revision shall 

be the f i r s t on the month following the. date of f i r s t authentic knowledge or infor

mation on which such revision i s predicated, unless a more appropriate effective 

date is specified i n the tchedule. No land shall be excluded from a participating 

area on account of depletion of. the unitized substances. 

I t i s the intent of this section that a participating area shall represent 

the area known or reasonably estimated to be productive i n paying quantities} but, 

regardless of any revision of the.participating area, nothin herein contained shall 

be construed aa requiring any retroactive apportionment of any sums aoaraad or paid 

for production obtained prior to the affective date of revision of the participating 

area. 

Director, the Commissioner, and the Commission as to the proper definition or redef

i n i t i o n of a participating area, or u n t i l a participating area has, or areas have, 

been established as provided herein, the portion of a l l 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 and the amount thereof deposited 

with the d i s t r i c t land office of the Bureau of Land Management and the Commissioner 

of Public Lands respectively to be held as unearned money u n t i l the participating 

area is f i n a l l y 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. 

In the absence of agreement at any time between the Unit Operator and tha 
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te BaOlfi on M o r a l land, tha C*wd»«toiMe an) t»,WffiU oa S^am^Iand, sad tha Com- 3&4' 

Bdnaion as to patented land, that a va i l drill**? «ad*r tida agroanaat l a not oapabl* 

of production in paring quantities and Iwrlnaloff of the land on which i t in situated 

in a participating area is unwarranted, produntion from suoh. wall shall be allocated 

to the land on "Whioh tha wall l a located ao long, aa that well ta not within a partic

ipating area eatabliabad for tha pool or deposit from whioh. ansa production la ob

tained. 

11. HIMEATTqP m yBfiDgraOaU AH nuitiaad subatanoee produced from 

each participating area •atabliahed under tola egreaaant, except any part thereof 

used for production, or davalapmant parposee haraondar,. or unavoidably lost, shall 

be deemed to ba- produoad:. aajmUff on an acreage basis from the aaroral tract* of 

unitized land of tha partlalnatlna; are* eatabliabad for suoh production and, for 

tha purpose of dataradaiaja; aajr banafit* thataeorue> on an acreage basis, each, suoh 

tract shell have allocated to I t sash percentage of said production aa it* area 

bear* to the said partialpatAag area. I t 1* hereby agreed that (production Of uni-> 

tissed substance* from a partieiF&tlng area shall be allocated as providad herein 

regardless of whether aaar walla ara drillad on any particular part or tract of 

said participating; ara*. 

• 12. PTOflBSat JB' mBMaW Off m - 1 W Z ^ K M B L J W > toy party hereto, 

other than the Unit Opasatdor, owning or controlling a majority of tha working I n 

terests in any unltlaad laad not included in a participating area and having thereon 

a regular well location ta accordance with a well-spacing pattern established under 

an approved plan of davalopnant and operation aay dr i l l a well at such location at 

his own expense-, male a* within 90" days of receipt of notice froa said party of Ida 

intention to 'dr i l l tha wall the Unit Operator electa and commences to d r i l l such 

wall in l ike mannar a* attar walls or* drilled by the Unit Operator under this agree

ment. I f such well, by wkoaaoever drilled, results ln production such that the land 

upon which i t i s situated amy properly be Included in a participating area, there 

shall be a .financial adjnatcwat between the parties who financed the well and the 

working interest ownsre in the participating area concerning their respective drill— 

ing and other Investment coat, a l l aa provided in the unit accounting agreement, 

and the well shall be operated by the Unit Operator pursuant to the terms of this 

agreement aa other wella within participating areas. 

no. 
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If'_;aijjr, well, by whomsoever drilled, aa provided in this section,. obtains.;: ,'',';Jr 

production insufficient to justify inclusion of the land on which said well la sit-. 'i''rJi 
'.^.K-y. i-

,uated In a participating area, the parties who financed the well, at their election,.'., 

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 

sale benefit. I f such well was dr i l l e d by the Unit Operator, the working interest 

owners on the well tract may at any tiaa take over the.well by reimbursing tha Unit 

Operator for the unrecovered portion of the d r i l l i n g and operating costs thereof as 

provided i n the unit acoounting. agreement; but i f the parties who financed any such 

la s t mentioned well d r i l l e d by the Unit Operator desire to abandon same, the work

ing; interest owners on the well' tract may take over and operate the well by payment 

to the Unit. Operator of the.'fair salvage value of the casing and other necessary 

equipment l e f t i n the well, as provided i n the. unit'accounting agreement. 
... • --'̂  

Wella d r i l l e d or:produced a t the sole expense and for the sole benefit ./ 

of an owner of worktng.-i'ntsrast.. other", than the Unit Operator shall be operated pur

suant to tha terms- and provisions of this agreement. Royalties in amount or value 

of prcductionjCroa any auch well shall be paid as specified i n the lease affected. 

— 1 3 . ROYALTIES AND RENTALS: Royalty on each unitized tract shall be paid 

or- delivered by tha partiea obligated therefor as provided by existing leases, con-

traetay. law*, and regulations at the lease or contract rate upon the unitized sub— 

stances- allocatedto .v:t]ba;.....traet.. Nothing herein contained shall operate to relieve 

the lessees of Federal and State lands from their obligations under the terma of 

their respective leases to pay rentals t-nrf royalties. 

Royalty due the United States shall be computed as provided i n the oper

ating regulations and paid i n value or delivered i n kind as to a l l unitized sub

stances on the basis of the amounts thereof allocated to unitized Federal land aa 

provided herein at the rates specified i n the respective Federal leases or at such 

lower rate or rates as may be authorized by law or regulations; provided that for 

leases on which the royalty rate depends on the daily average production per well, 

aaid average production shall be determined in accordance with the operating regu

lations as though each participating area were a single consolidated lease. 

Unitized substances produced from any participating area and used therein 

i n conformance with good operating practice for d r i l l i n g , operating, camp, or other 

production or development purposes or ondar an approved plan of operation for 
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represauring or cycling said participating area, ahall ba free froa any royalty or 

other charge except as to any products extraotad froa unitiled' substances so used.. 

I f Operator introduces gas for which royalties hare been paid into any partiolpat— . - - ^ i , . 

ing area hereunder from aouroes other than suoh participating area for use i n repres

suring, stimulation of production, or increasing ultimate production i n conformity 

with a plan f i r s t approved by the Oil and Gas Supervisor, a l i k e amount of gas may 

be sold without payment 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 i n the total volume of gaB 

processed from the subject participating area; and provided further, that such 

withdrawal shall be at such time as may be provided i n the plan of operation or a* 

may otherwise ba consented t a by th» Supervisor aa- conforming- to good petroleum en

gineering practice; providedj however, that, said right of withdrawal royalty free 

Bhall terminate upon termination of the unit agreement. 

Each working interest owner and lessee presently responsible for the pay

ment of rentals, or his successor i n interest, shall be responsible for and shall 

pay a l l rentals of whatsoever kind on his respective lease. Rental or minimum 

royalty f o r land of the united. States subject to this agreement shall be paid at 

the rate specified i n the respective Federal leases or 3uch rental or minimum roy

alt y may be waived, suspended, or reduced to the extent authorized by law and ap

plicable regulations. Rentals on State of New Mexico lands subject to this agree

ment shall be paid at the rates specified i n the respective leases, or may be re

duced and suspended upon tha order of the Commissioner of Public Lands of the- State 

of New Mexico pursuant to applicable laws and regulations. 

14. CONSERVATION: Operations hereunder and production of unitized sub

stances shall be conducted to provide for the most economical and efficient recovery 

of said substances, to the end that the maximum efficient 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 

beneficial use with adequate realization of fuel and other values. 

15. DRAINAGE: The Unit Operator 3hall take appropriate and adequate mea

sures 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 f a i r and 

reasonable compensatory royalty as determined by the .Supervisor for federal land or 

as approved by the Comniasioner as to ctate land. 
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16. LEASES AHD CQnTRACTS COHJOHWD TO MtlftKhl'iWTi The parti.• harato ,7^ 

• . ••<• /.U ^' 

holding Interests i n leases embracing unltiaad land of tha united Stataa or of thav,;j^^^l 

State- of New Mexico oonaent that, the Secretary of the Interior, harainaftar referred 

to as "Secretary'1, and the Commissioner, respectively, may, and said Secretary and 

Commissioner by their approval of this agreement do, establish, altar, change, or 

revoke the d r i l l i n g , producing, rental, minimum royalty, and royalty requirement* 

of such leases and the regulations i n respect thereto, to conform said requirements' 

to the provisions of this agreement, but otherwise the terms and conditions of said 

leases shall remain i n f u l l fore* and effect. 

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

by their approval hereof determina, that during tha-effective l i f e of this- agreement, 

d r i l l i n g and producing operations performed by the- unit Operator upon any unitized 

land w i l l be accepted and deemed to ba operations under and for the benefit- of a l l 

unitized leases embracing land of th» United States and the State of New Mexico; 

and that no such lease shall be dowsed to expire by reason of failure to produce 

wells situated on land therein embraced. Any. federal lease for a term oft 20 years 

or any renewal thereof or any part of such lease which is made subjsot to this agree

ment shall continue i n force u n t i l tha termination hereof. Any other Federal lease 

committed hereto shall continue In force as to the committed land so long a* the 

lease remains committed hereto, provided a valuable deposit of unitized substances 

is discovered prior to the expiration data of the primary term of such lease. 

Authorized suspension of a l l operations and production on the unitized land shall 

be deemed to constitute authorized suspension with respect to each unitized lease. 

The State of New Mexico and the parties hereto holding interest* i n land 

within the unit area other than Federal land consent and agree, to the extent of 

their respective Interests, that d r i l l i n g and producing operations conducted upon 

any tract of land committed to this agreement shall be deemed to be performed upon 

and for the benefit of each and every tract of land committed hereto, except as 

otherwise provided herein, and that a l l leases or other contracts concerning such 

land shall be modified to conform to the provisions of this agreement and shall be 

continued i n force and effect during the l i f e of this agreement. 

17. COVENANTS RUN WITH LAND: The covenants herein shall be construed 

to be covenants running with the land with respect to the interests of the parties 

hereto and their successors i n interest u n t i l this agreement terminates, and any 
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grant, transfer, or conveyance of Internet l a land or leasee subject hereto shall 

be and hereby is conditioned upon the asawptlon of a l l privileges and obllgations-

hersunder by the grantee, transferee, or other successor i n interest, and as to 

Federal land shall be subject to approval by tha Secretary, and as to State land 

shall be subject to approval by the Commissioner. No assignment or transfer of 

any working, royalty, or other interest shall be binding on the Operator u n t i l the., 

f i r s t day of the next calendar month after the Operator la furnished with the orig

inal or photostatic or c e r t i f i e d copy of the instrument of transfer. 

18. EFFECTIVE DATE AND TERM: This agreement shall become effective upon 

approval by the Secretary and the Commissioner and shall terminate on December 31, 

1950, unless (a) such date of expiration i s extended by the Director and the Com

missioner, or (b) i t las reasonably determined prior to tha expiration of the fixed 

term or any extension- thereof that the unitized land i s Incapable of production 

of unitized substances i a payingrquantities and after notice of intention to t e r 

minate the agreement', on•'sucb. ground i s given by the unit Operator to a l l parties-

i n interest at their last- known addresses, the agreement is terminated with the 

approval of the Director and the Commissioner, or (o) a valuable discovery of uni

tized substances has been made on unitized land during said i n i t i a l term or any 

•extension thereof, i n which case the agreement shall remain in effect so long ad 

unitized substances, can be produced from the unitized land i n paying quantities! 

or (d) i t i s terminated as- provided i n Section 5 or Seotion 3 hereof. This agree

ment may be terminated at any time by not less than 75 parcentum, on an acreage 

basis, of the owners of working Interest signatory hereto with the approval of the 

Director and the Commissioner. 

19. RATE OF PROSPECTING. DEVELOPMENT. AND PRODUCTION: A l l production 

and the disposal thereof shall be i n conformity with allocations, allotments, and 

quotas made or fixed by any- duly authorized person or regulatory body under any 

Federal or State statute. The Director is- hereby vested with authority to alter 

or modify from time to time, i n his discretion, the rate of prospecting and devel

opment and within the l i m i t s made or fixed 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 

thereof and the public interest to be served thereby to be stated i n the order of 

alteration or modification; provided further that no such alteration or modification 
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shall be effective as to'- any land of the State of "ew Mexico as to tha rertevoC~v: 

prospecting and development in the absence of the specific written approval' thereof '";-,:'':' 

by the Commissioner and as to any lands of the State of Hew Mexico or. privately-.-,.-;,; 

'owned lands subject to this agreement as to the quantity and rate of production•• ." ':.:::-"te-'? 

In the absence of specific written approval thereof by the Comnisslon. 

20. CONFLICT OP SUPERVISION: Neither the Unit Operator nor the work- - ; j ; i 

ing interest owners nor any of' them shall be subject to any forfeiture, termina

tion, or expiration of any rights- hereunder or under any leases or contracts sub-. 

ject hereto, or to any penalty or- L i a b i l i t y for delay or failure i n whole or i n J 

part to comply therewith to the extent that the said Unit Operator, working inter

est owners or any of them, are-hindered,, delayed, or prevented from complying there

with by reason, of failure, of the- Unit Operator to obtain the consent of the repre

sentatives of the United States and the., representatives of the State of Nex Mexico 

in and about any natters or thing concerning which i t is required herein that such 

consent be obtained.: .The'--pax^eavhereto, Including, the Commission, agree that a l l 

powers and. author!ty vested i n the Commission i n and by any provisions of this 

aontract are vested i n the Commission and shall be exercised by i t pursuant to 

the- proviBiona of tha laws- of the State of New Mexico and subject In any case to 

appeal or ju d i c i a l review as may now or hereafter be provided by the laws of the 

State of New Mexico. 

21. UNAVOIDABLE DELAY: A l l obligations under this agreement requiring 

the Unit Operator to commen<jp or continue d r i l l i n g or to operate on or produce 

unitized substances from :any of the lands covered by this agreement shall be sus-

fnnded while, but _anlr"ay "Vang as, the Unit Operator despite the exerc'j^ t £ dm*, 

cara and diligence ia prevented from complying with such obligations, in whole or 

in part, by strikes, lock-outs, acts of God, Federal, State, or municipal laws or 

agencies, unavoidable accidents, uncontrollable delays in transportation, i n a b i l 

i t y to obtain necessary materials i n open market, or other matters beyond the rea

sonable control of the Unit Operator whether' similar to matters herein enumerated 

or not. 

22. TAXES: The working interest owners shall render and pay for their 

— account and the acoount of the royalty owners a l l valid taxes on or measured^by 

the unitized substances i n and under or that may be produced, gathered and sold 

from the land subject to this contract after the effective date of this agreement, 
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ownera on •acb trmot i h a l l and aay charge tbm proper proportion of said taxes to • • '•'<•-.'. 
" •••'"•v,-'-i -̂*f̂ *' 

the royalty owners having ictarosta i n said tract, and may onrrently re-tain and 

deduct sufficient of the unitized aabstancaa or dariTatiTa products, or not pro

ceeds thereof from tha allocated share of each royalty owner to secure reimburse

ment for the taxes so paid. Ho such, taxes Snail be charged to the United States 

or the State of Hew Mexico or/to any lessor who has a contract with his leasee 

which requires the lessee to pay such taxes. 

23. COtJHTKRPARTS: This agreement may be- executed in any number of 

counterparts with the same force and effect aa i f a l l parties had signed the 3aae 

document, or this agreement may he- r a t i f i e d with li k e foroa and effect, by a sepa

rata instrument i n writing specifically referring hereto. Any separate counter

part, consent, or r a t i f i c a t i o n duly executed after approval hereof by the Secre

tary and the Commissioner shall be effaetlva on tha f i r s t day of the month next -.^i 

following the f i l i n g thereof with the Supervisor and the Commissioner, unless ob

jection thereto i s made by the Director or the- Commissioner and notioa of such v 

objection is served upon the appropriat* parties within 60 days aftar such f i l i n g . - ; i 

24. FAIR EMPLOYMENT; The Unit Operator shall not discriminate against 

any employee or applicant for employment because of race, creed,' color, or national 

origin, and an identical- provision shal l, bar Incorporated In a l l subcontracts. 

25 ~ LOSS OF TITLE't rd the- event t i t l e to any tract of unitized land 

or substantial interest therein shall f a i l and the true owner cannot be induced 

to Join this unit agreement, so that soon tract i s not committed to this unit 

agreement, there shall be such readjustment of participation as may be required : v', 

. .'i 

on account of such failure of t i t l e . In the event of a dispute as to t i t l e or 

as to any interest In unitized land, tba Unit Operator may withhold payment or 

delivery on account thereof without l i a b i l i t y for interest u n t i l the dispute Is 

f i n a l l y settled; provided, that, as to Federal and State land or leases, no pay

ments of funds due the United' States or the State of New Mexico shall be withheld, 

but such funds shall be deposited with the d i s t r i c t land office of the Bureau of 

Land Management and the Commissioner of Public Lands of the State of New Mexico, 

respectively, to- be held as' unearned money pending f i n a l settlement of the t i t l e 

di»T»»-ti,j and then applied..as earned or returned ln accordance with such f i n a l 

settlement. 
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IN WITNESS WHF.ltEOF, the parties hereto have caused this agreement to 

bo executed and have 3et opposite their respective*names the date of execution.. 

ATTEST: 

ATTEST: 

DATE: 

LL 

Assistant Secretary 

DATE: 

Aseiatant Secretary 

ATTEST: DATE: 

UNIT OPERATOH 

STANOLIND OIL AND CAS COMPANY 

ix;e Preaident, 

WGflKINC INTEREST CffNBBy 

STANOLIND OIL AND GAS COUPANY 

ice Preaidont 

J 

Secretary 

ATTEST: DATE: 

By 
President 

Secretary 

ATTEST: DATE: 

By 
President 

Secretary 
By. 

President 

g / > / Yf i 

e ^ 6 2XMA^ 

ay 3 I ne, 
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