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BEFORE THE
O1L CONSERVATION CCMMISSION
Santa Pe, New Mexico
Marcn 20, 1957

IN THE MATTER QF: :
Application of Wilshire (il Company cf Texas :
for approval of its proposed Seven Rivers :
#11l1ls Unit Agreement located in Eddy County, :
New Mexico, in accordance with Rule 507 of :
the New Mexileco 01l Conservation Commission :
Statewide Rules and Regulations. Applicant, :  Case N9
in the above-siyled cause, seeks an order : 1224
granting approval of 1ts Seven Rivers Hill :

Unit Agreement embracing 10,995.88 acres,

mor or less, of federel and state lands situat-
ed in all or portions of Sections 19, 20, 21,
22, 27, 28, 29, 30, 31, 32 and 33, Township

20 South, Range 26 Rast, and all or portions

of Sections 3, 4, 5, 6, 6, 7, B, 9, and 18,
Township 21 South, Range 25 East, all in

Eddy County, New Mexico.
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BEFORE:
Mr. Daniel 5. Hutter, Examiner

IRANSCRIIT OF LoARING

MR. NUTTZE: The hearing will come to order, please. Tne
first case on the docket this merning will be case Mo, 1204,

MR, COOLEY: ase No. 1224, Application of Wilshire Ol1
Comparny of Texas foir avproval of lts proposed Seven Rivers Hills
Unit Agreement loc t2d in Fddy County, New Mexico, in accordance W)
Rule 507 of the New Mezlieo Oil Congervation Commission Statewide

Rules and Regulations.

MR, MORRELL: iy name is Foster Morrell, and 1 am appearing
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on Q shire Company of Texaa, and I am the witness.
(Witness sworn.)

FOSTER MORRELL

having been sworn as a witness, testifled as follows:

DIRECT EXAMINATION

BY: MR. COOLEY:

Q State your full name for the record, please.

A Ny name is Foster Morrell.

Q By whom are you employed, Mr. Morrell?

A I am & petroleum consultant from Roswell, New Mexico enp.loﬂrsd

in Case 1224 by Wilshire 0i) Company of Texas.

Q mwe~ you previously qualified as an expert before this
Coomission? A I have.

Q Will you proceed.

A The Wilshire (1l Company of Texas is presenting for the
consideration of the Cil Conszrvation Commission the Seven Rivers
Unit Agreement.

Coples of the Unit Agreement were hersiofore filed with the
Commission by letter dated February 206, 1957, Uith that transmittawl
letter there was forwarded to the Comnission 2 copy of a lectter
dated December U, 1556, from the acting director, United States
Geological Survey approving the form of the Seven Rivers Unit lgreet
ment and designatving 10,99%,.00 acres of land as a loglcal unit Lit
Townsnip 20 South, Range 26 Eas{, and Township 21 South, Range 25

East, NMPM, Iddy County, MNew risxico, Copiles of the linit Agreement
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have also been furnished to the Commiasioner of Publlc Lands of thel
State of New Mexico, and by letter of March 8, 1957, the co-uno?r
of Public lands addressed a letter to me advising that the revised
form of Unit Agresment was approved as to form and context as of
March 7, 1957.

I would like to enter into the record as Exhibit 1, a copy of]

the letter dated March 8, 1957 to me, from the Commissioner of Publiec

lands. As a result of the conferences with the Commissioner of Public
lLands, severel corrections were made, particularily those pemim.i
to lands of the State of New Mexico, and in that connection, I would
like to present for the Commission's file, corrected copies of the
pagea changed as a result of the Commiasioners request.

The Commission has been furnished heretofore three copies,
and I am furnishing to the Commisaion now three additional copies
of corrected Page 4 and 3, and additional copies of Page 5.

The purpose of those corrections are to change the provision4
of Section 2 - T of the Unit Agreement, which deals with automatie
elimination «f acreaze net entitied to be included in a rarticipating
area, 'Within ten yesrs’ to read "Within seven years’. Also, I
would like to present three corwected copieg of Fage 15, vhich

provides that under Ssction 17 entitled "Dralnage"', that the Com-

’

misicner of Public lLands may charge componsatory royalty for draln-
age affecting state lands.

I have also the corrected pages for Pages 16, 17, and 18.

There 1s 16. The changes on Pages 19, 1O, and i7--¥'ve already
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given Page 15--16, 17, and 18, relate to the inclusion of the right
of the Commissioner to grant suspension of d-illing and producing
operations, and deletes the original Sect‘on 18-I, and expands Sub-
sectior. 18-H to conform with the ir’..pretation of the rights under
state leases as now held by the Commissioner of Public lands.

The easence ¢of those changes in Section 18 are to the effect
that the state lease, partially within the unit and partially out-
side the unit, may be held in toto if discovery of oil and gas in
paying quantaties is mads on the state lease within the unit area.
The Seven Hills Unit ares embraces a ictal of 10,995.88
acres, of which 10,355.88 acres, or 94.18 per cent are Federeul
lands, and 640 acres, or 5.82 per cent are atate lands. There are
no privately owned lands within the unit area to our knowledge.

The form of the unit agreement follows essentially ihe standapd
form suggesied by tiic Department of the Interior, as set forth undep
Title 30, Code of federal Regulations, Jecilion 220.12.

Under the Unit Agreemeniy, ihe wilshire 0il Company of Texas
is designated aa thie unli operator, and under Secilon 9, titied,
"Dprilling to Liscovery ', tho unlit operator hau s5LX months from the
effecttve date within which io commence an initial test well to
pe drilied ¢o tent the vipce portion of the San fadres Formation,

or to a depti: not in exeess of 3,000 feet. Within nineby deys after

the compiesion of the initial well, the unit ocrorator shiadl arill

a second test well to the upper portion of the 3an Andres FormatioJ.

With respect to the bLasis on which the unit areaswere selectéd,
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I have for presentation t¢ the Commission, for its records, seven
figures. Does the Commission desire to change the mmber to ita
exhibit number?

MR, NUTTER: That will be appropriate, Mr. Morrell, If
you prefer to list those mmbers as the Exhibit mumbers, then we
will make this Exhibit No. 8, the one that you previously presented
as Exhibit 1. That will be fine, if these are already marked.

A Exhibit 1 is a generaliged map of the area showlng merely
the physical location of the unit area on the surface. Exhibit
2 is a structure contour mep, based on sudb-surface informaticn,
contoured on the top ol the Queen Formation, Queen Sand. Exhibit
3 is a sub-surface geologic map contoured from well data, with
contours on top of the San Andres. Exhidbit 4 is an isopach map
besed on the structure contour map as ahown on 3xhibits 2 and 3,
80 it is an isopach from the top of the Queen to the top of the
San Andres. That is, in essence, uie basis or which the unit area
was detemined and approved. Tt ig a stratographic trap with a
thinning frow Loe sovwesstern edge of ihe unle, froa eleven hundred
te a thickness of only two nundred on the western porticn of the
unit.

W2 nave a difference o nine hundred fect, which glves us an
epportunity for zome stracograpnic trap production. That is the
geme informaftlon that was furnished to the United States Geclogieal

Survey, in which they approved the unit area as tc the geclogic

[ P — __—_———baaia—‘—————-— —
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Figure S5 is 2 structure contour map based on sub-surface
interpretations and well data on the top of the Abo. Although
there is not any contemplation to drill to that depth at this time,
that was compiled in connection with this study, and is furnished
merely for your information.

Pigure 6 is a west-east cross section through the proposed
Seven Rivers Hill Unit Area of existing wells, based on existing
wells, and the area of the proposed unit as shown in relation to
the cross section.

Exhibit 8 is an additional cross sectione-

MR, NUITER: Exhibit 7, I think

A Exhibit 7, excuse me, 1s an additional cross section con-
taining some of the interpretations between deep walls to the north
west and to the east of the Seven Rivers Hills Unit. The unit
agreement has been executed ss of the date of this hearing by
Wilshire Cil Company of Texas au the working interest owner, and
by Paul Childers and Childers Royalty Company &s the holders of
lease title, coverning 9,575.88 acres, rcpresenting 87.9955 per ven
of the working intcrzel.

The agreement has beon circulated to others, the five othor
partize who are, or c¢ould be invelved in the regotlations. At temp
are now being made to endeavor to have the agreenint comitted.

In order to peruit orderly exploration and develcpment under

|1t 18 necessary tnat the Seven Rivera Hillas {nift Agreement be

exigting leases of potential oil zones indicated in the general area,
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approved by the 0.1 Conservation Commission.
It is further stated that the Seven Rivers Hills Unit A
will tend to promote conservation of oil and gas and better utili

tion of reservolir energy and o prevent waste, and that such an

of more properly conserving of natural resources, and alse, that
the unit agreement is, in another respect, for the bezt interests
to the State of New Mexico.

Wilshire 0il Coppany of Texas aprees to file with the 0il
Conservation Commission zn executed -~ an original or executed
counterpar: of the Seven Rivers Hills Unit Agreement not later than
thirty days after the effactive date of the unlit azgreement.

On the basis of the showing made, it is respectfully requested
that the 0il Conservaticn Cammission, by appropriate order, approv
the unit agreemeni: lor the cdevelopment and operation of Seven Rive
Hills Undt Azreement 2% itc oarlicdt couvenience. we respectfully
request that Zc.ibiis 1 zhrough 2 in this case, 1224, te entersd
into the record of w.ig hearing.

MR, NUTITR:  X: there zny objection  to the introduction of

Do you nave anything further?
A No.

MR. HULDER:  Does anyone hove any quesiions of the witness?

CRO3S ENAMINATION
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BY: MR, NANKIN:

Q Do I undarstand that the pruposed pay zone would likely bdbe
in the San Andres?

A The liklihood is problematic. There is a potential south-
west extension of Yates and Queen production from the Magnolian
Field, and there is also the posasiblity of production in the Upper
San Andres.

Q There 1s a poesibility of at least three zones, which will
be the Yates, Seven Rivers and Queen?

That's >ight.
And -~ A And San Andres.
--and upper San Andresg? A Yes.

wWhich would possibly be four gzones?

»> & » O >

That's right.

Q¢ ¥Why was such a large area such as this formed for such low
wells at such small costs? In other words, two wells three thou::j;
feet cost 8ixty or seventy thousand dollars. Why was the will put
together jusi for such, wien T'1ishipre owns nearly eighty-nine per
cent of the unit?

A Ay time you z2re plocing with the stratographic trap; you
nzturally have to have moye acreage. Ten, if you do, you have tHe
geologic dovm to where you can npinpoint it on the stratorgrephic
trap. The only thing you can dn 18 to border on two siden and the#

take enough alonz the trend to warrant the expenditures. Now, the

two are the obligation wells, and that doesn't mean that there may
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not be other wells drilled. Those are obligation wells required,

or the unit gees out.

Q VWould you indicate where the obligation wells would be lo*t.d?

A They are not set forth in the unit agreement. The tmt:]vo
loeation for the first well would be the Northwest Quarter of the
Southwest Quartar.

Q Just a moment, please. A Sure.

Q Okey, go ahead, please.

A Northwest Quarter of the Southwest Quarter of Section 28,
Township 20 South, Range 26 East.

Q That would = the first well?

A That is correct.

Q Do you have iny present plans for any additional wells,
the second well?

A DPlans for the second well are not to be liaid until after the

results of the first well are determined.

¢ I notice Eshibit 2 shows a locatlon in Seetlon 23. 1s
that of any signiticancey

A That was originslly the thougnat,; but it has been changed
te the one I just gave you,

¢ It han peen moved slipghtly southeast from the originel
location? A Thatls »lgob,

Q Which would be ! the lowsthwest, Soubhiecst nscrion of 207

A Tnat's correct.

Q Well, could you indieate Lnw ponErnd sron whewe the secong
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11

presant well?

A I would say it would depend on the first weli, whether it
is dry or proeductive. That would give us quite a lead. In the
early days--you will notice a dry hole on the Northwest Quarter on
Section 22, which when drilled, many years ago, had free oil on mﬁ
Bailey Test, which was exhausted, but with present day completion
preastices, partisularly sand frec, we have a chance >f making pro-
dustion in those zones, which were normally, at that time, considexed
non-profitadble.

Q The well which you mentioned had free oil in the Northwest
Quarter of Sestion 22, was that from the Seven Rivers?

A I can't say offhand whetnher it was Seven Rivers cr Queen,
I don't recall.

Q Do you feel that all persont in this unit area will eventyal-
ly sign this unit agreement?

A I heve 2 feeling, yes, 3ir.

@ In other words, you heve had no turm-dovms yet of any one
who has not sirmed” A Yo, oir,

Q@ The unit area which you propesed nhere s onily & portlon
of the stratographic trap, is that correct?

A I would say so, yes.

Q And you teel that this unit area will properly evaulate tie

2o sslbiad
-

S e e mall A - A o do i ]
area CIUUKIL VW US UG AIMANIT  TViiea H ld be dcpve ‘:‘J‘!‘*h:r

utaide the

unit area?
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A It would have that tendendcy.
MR, MANKIN: That's 2ll.

BY: MR. NUTTER:

Q MNr. Morrell, is there a provision n the Unit Agreement
for the expansion or coatrection of the unit area?

A Yes, sir.

Q If it is determined necessary?

A That is correct.

Q What percentage of the federal lands in the unit have been
conmitted, Mr. Norrell?

A Well, all the lands have been executed by Wilshire, except
for two hundred acres of fee land, or federal. In other words,
I gave you a figure of a total of 9,675.88 acres, 200 of which
are state lands, the balance are federal.

Q@ Does Childers -- Is Childers a working interest owner, or
an overriding -- A An overriding owner.

Q Sc the only lands that have bLeen comaitted by & working
interest owner aie dilshlve's? A As of this date,

Q And aili of ihcec lands aps federal iands,; with the 2rx.ception

ke’

» «z 3 Tegm v e~ s vyt T [ra D BER B SN
of two hundarad cores of osvate land? I Tenzt A corpoot.

0 4ad no othor state land has been committed to the unit in

A We are prasently under discugsion with Phillips Fetroleun,
which hoe the roemoinder of the state land, 440 acres.
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20, 26, still underlease? wnilieacdl

-~
7

A No applications for leases have been filled.

But the present status 1is unleased”?

Just unlesased applications filed.

Q
A
Q So it would be impossible at this time, to havy ons h
per cent commitment of acreage? A That is right.
Q What is the general location of these cross sections? Yo
have submitted two croas sections as exhibits. What is the generel
location of them with reference to the unit area?

A I would say the unit area 18 about the centreai portion,
It is marked here on the map. Here is the proposed unit, extend»tn#
from here to here (indicating).

Q And whereabouts in the unit area would this line croas,
Mr. Morrell?

A This crosses the well in Section 32 and in 22. I think

that AA and 53 are shown on whiode mapd. I fopgot Co uwention that.

@ I see, Zxniblt 2 shows the locsiion of the crosc sectiony
that are on _aiiblt 7

A Exhilit © is oo crocs secbion of A4, ond Zahidbid

Q77

A 7 is 2 ecrosn ccotiom of B3. Trost lines are Sdentified

on Exhibit 3.
MR. COQLEY: On Exbibit 2.

A Exhibitv 2.

| Q Mr, Morrell, you mentioped at the beginning of your testiﬂo
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that the United States Oeclogical Survey had approved, or that the

letter approved the unit agreement as filed with them. I think thaf

A\ 14

the letter states that certain changes, as mentioned by the US(,

<

had been necessary. Have those changes been made in the unit agree
ment as sudbmitted to the Commissicn?

A Thoss have been made as submitted to the Commission, in
the letter that was referred to the 0i1 Conservation Commission.

Q And with the amendment sheet that has been submitted to
the Commission this morning, all changes that have besn made by the
USGS, and Commissioner of Public iands, have been made in the unit
agreement?

A That's right, those will conform now with the coples now
being circulated for signature,

KR, NUTTER: Does anyone have any questions of Mr. Morrell?

If not, the witness may be excused. uUoes anyone have any =»ilalawsinys
they wiah to make in this case? If not we will take the case undér

adviseument.

LA RRER
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STATE OF NEW NEXICO
COUNTY OF BERNALILLO
I, J. A. Trmujillo, Notary Public in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the fore-
going and attached transcript of proceedings before the New ¥Mexico
01l Comservation Commission, was reported by me in Stenotype and
reduced to typewritten transcript by me, and that same is a true
and correct record to the best of my knowledge, akill and ability.
WITHESS my Hand and Seal this 26th day of March, 1957, in
the City of Albuquerque, County of Bernalillo, State of New Mexico.

A N
P // ! Ve /
< L _1_’2-’ e . 7Lt

My Commission Zxpires:

October 5, 1850
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Serial No, Land Owaner
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AN November 27, 1961
you
o Gulf 0il Corporation
= P. 0. Box 1938
Roswell, New Mexico
g?ﬁ\ ?n: Termination of Seven
o ‘{ Riwene GiLkle Un
L N il Bddw s
‘\\j e L Les
. Attention: Mr. William V. Kastlex
1] Gentlmen:
I"

The Commissioner of Public Lands has appron
= Terminstion of the Seven Rivers Hiils Unit Agree.
Eddy County, New Mexico as of Kovember 27, 1961,

We are enclosing thirteen Certificates of App:
Please notify us as to the effective date of this {

ination.
Very truly vyours,
E, 8§, JOHNNY WALKEL
COMMISSIONER OF PUBLIC L£
ESW/mooy /v
Encl:

cc: 0il Conservation Commiaeion
Santa Fa, New Mexico

U. 8. Geological Survey
Roswell, New Mexico



June 8, 1961

Wilashire 011 Company of Texss

s/o Britalta Petreleowms Limited

979 Xivedsn Nouse

Calgary, Alberts

Ra: Application to extend

the tearm of the Sevem
Rivers Nilig Unit
Agreamant

Attemntion: Mr. Clyds N, Stome

Oentlemen:

The Ommissioner of Public Lends has approved as
of Jume 6. 191, your application to extend the ters
vi the Sevem kivers Wiils Unit Agresment, Eddy Cowmty,
New Memxico. This extemsion ig from July !, 1961 to
Getobex 1, 1962,

We sre enclosing one approved copy of this Apnli-
cation and forwerding eight copies to Gulf (il Corporatiom,
P. 0. Box 1938, Roswell, New Mexico, attemtion Mr. Williex
Xastlar,

Very truly yours,

E. S, JORINY WALRKER
COMMIBSTIORER GF PUBLIC LAKDS
EsWiemr /v
ec: 01il1l Consezvation Commission

5&“ Pei Hase Mowd an

—— e r——

V. 5. Geological Survey
Roswell, Rew Mexico

Gulf 0{1 Corporation
Roswsll, Rew Mexico




= T = G D

In reply refer to:
Unit Division

February 16, 1960

Wilshixe 0il Company of Temas
c/o Britalta Petrolewms, Ltd.
717 Bamlett Building

Calgary, Alberta, Canads

Re: Seven Rivars RHills
Unit Agreoment
'ddy County, New Mexico

Gentlemen:

‘b ars w‘ﬂo Q‘A uqi Pna'av \ln:r:ll’ :-1—-- o~ s Pi‘. vf

application to cxecnd the tima in which to commence Zdrilling
a further test well and extension of the term of the Saven
Rivers Hills Unit Agreememt ~o July 1, 1961. This application
was approved by the Commissiorer of Public Landa, February

16, 1960,

This approval being subject to like approval by the
United States Geocloglical Survey and we request that we be
furnirhed another copy of this appll-ation when 1t has bsen
fully uxecuted,

Very truly yours,
AUXRAY 7, MORGAN
compiasionar of Public [ omds

BYs
Ted Bilberry, Supervigor
01l and Gas Diviegion
MM SMME o
caed DCE-8.0ta e
USGS=Roswell
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UNITED STATES
DEPARTMENT OF THE INTIRIOR . - oo . .. -
GEOLOGICAL SURV LY oo o )

VIASHIHITTINNS. D. C.

¥ilshire Cil CTospery o Yesas

¢/o wr. ter Komyell
Pogt (¥ice Box 333
Posedll, Rer Nesics

Gentigmen:
- -

(AR SR AT
AR SO REEN

LR

On Memch 13, 1), Artacy &. Reker, 2ot/ Nlvosioo WP oUhe Geodoglesl
Burser. arpeuved yoeur erplicution : G

axteswion widd July X, 199); of 4o tevi o T
wit agreseent, Zady Counvy, Jev Kexd '
ZpAing ni nifulaht feptesbax 10,

camsne e tha Faxovihn tael vell,

dramed gpurtiace

. * - - T - s
£ Jemmery KW noCrgeysan

o Lo J1s

- g ;-
~anth exiopaim
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ANC o, 2 ey wiihin whloh o
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Pyo BOX 933 PHONES: MAIN 2-B230
. ORr MAIN 2-0420
FOSTER MORRELL )
PETROLEUM CONSULTANT .
Nickson HoTEL BuiLDING } ‘_-‘

RosweEtL, NEW MEXICO

Merch 31, 196C

Mr. Clyde N. Stone
Vice~-President, Land Department
Wilshire 011 Company of Texas
£ Britalta Petroleums, Ltd.

717 Bamlett Building

Calgary, Alberta, Canada

Re: Seven Rivers dills Unit Agreerent
Edgy County, New Mexico

Dear M. Stone:

Forwarded herewith is an approved copy of application
of wilshire Oil Company of Texas dated January 29, 1960, for a
one-year extension until July 1, 1961, <f the term of the Seven
Rivers Hills Unit Agreement, Eddy County, New Mexico, and for a
six-montis extension expiring at midnight September 10, 1963, of
the tima within whinsh to commence the fourth test well. Also
forwarded herewith is 8 copy of tranunittal letter dated
March 28, 1960, from H. J. Duncan, for the Director, to Vilshire
01l Company of Texas, in cares of the undersigned, advising that
the above appliceticn vas approved on March 18, 1960, by Arthwe A.
Baker, Acting Director of the United States Geological Survey.

At the time copies of ihe applicetion of Jamuery 22, 1360,
were civoulated for execution you were furnished with coples of
Exhibit 'BY revised to January 29, 129). Attached heveto arc
coples of Exhibit 'A% revized 4o confornm to kxnibit "B o

January 27, 1960,

By copy of ihis Yebios &g

. yroved copy of the application
of January 2%, 1560, a copy of Hransmitial letter of March 28, 1263,
and a copy of vevised Hxaibit A7 aoe bzing foruarded ifo tac

sorking intorest owners and vopesoonitativen of the State »f Hew
Mexico sz listed below.

fery teuly yours,

FY/ rpa

“ .
Enelogue:




Mr. Clyde N. Stone
Page 2
March 31, 1960

cce

cel

cal

ce:

Carper Drilling Company, Inc.

200 Carper Building
Artesia, New Mexico

Phillips Petrolaus Company
P. 0. Box 791
Midland, Texas

Sinclair 0i1 & Gas Company
P. 0. Bax 1470
Midland, Texas

Mr. Murray E. Morgan
Commdesioner of Public Lands
P. 0. Bax 791

Santa Fe, New Mexico

Mr. A. L. Porter, Jr.
Manager and Secretary

{Enclosures)

{Enclosures)

(Enclosures) , 1

(Enclosures)

(Enclosures)

Rew Mexico Oil Conservation Comalssion

P. G. Box 871
Santa Fe, New Mexico




WILSHIRE OIL COMPANY OF TEXAS
% Britslta Petroleums, Ltd.
717 Bamlett Building
Calgary, Alberta, Canada

January 29, 1960 | -t

Coomissioner of Public Lands L
State of New Mexico

Capitol Annex Building

Santa Fe, New Mexico

Pirector
United States Geological Survey
Department of the Interior

Washington 25, D. C.

Through: Regional 0il and Gas Supervisor
United States Geological Survey
Roswell, New Mexico

Re: Seven Rivers Hills Unit Agreement
No. 14-08-001-3900
Eddy County, New Mexico

Gentlemen:

Wilshire Oil Company of Texas, Unit Operator of the subject unit,
respectfully requests an extension of time to September 10, 1960, to
comnence the drilling of a further test well on the unit area pursuant to
Section 9 of the Seven Rivers Hills Unit Agreement and an extension of
the term of said unit agreement to July 1, 1961, to provide adequate time
for the completion of said additional test well.

In support of this application Wilshire submitis the following
statements and facts regarding the unit agreement and the drilling
conducted thereunder.

The Seven Rivers Hills Unit Agreement, Eddy County, New Mexico,
was approved on September 27, 1957, by the Acting Director of the
Geological Survey. The agreement was designated No. 14-08-001-3900 and
became effective ag of October 1, 1957.

Section 9 of the unit agreement provides that an initial test
well shall be drilled until the upper portion of the San Andres formation
has been tested or until at a lesser depth unitized substances shall be
discovered which can be produced in paying quantities, or to a depth not
in excess of 3000 feet. 1t also provides that within ninety days
following completion of the aforesaid initial test well upon the unit
area, Unit Operstor shall commence the drilling of an additional well
to said formation or depth. Thereafter, until the discovery of a deposit
of unitized substances capable of being produced in paying quantities,
Unit Operator is required to continue drilling diligently one well at a
time, allowing not more than six months between the completion of one well
and the beginning of the next well. After completion of the two test
wells mentioned above, the Director may modify the drilling requirements
of said Section 9 by granting reasonable extensions of time when, in his
opinion, such action is warranted.

The two test wells required by Section 9 of the unit agreement
have been drilled. The initiel test well, located 1980 feet from the
north line and 560 Taest from the east line of Seetion 29, Township 20 South,
Range 26 Esst, iL.M.P,M., was spudded September 30, 1957, and completed on
January 27, 195€, st a total depth of 3000 feet, plugged back to 2487 feet,
as a producing c¢il well with an initial flowing production natural of 12
barrels of 25,30 gravity oil and 117 barreis of water per day from the
lower Sen Andres formation. Crude oil runs from the well totaled 59
barrela in Junuery 1958, 185 berrels in February and 59 barrels in March.
The well hes besn shut in since that time. The tops of geologic formations
renetrated were: Gueon, 427 feet; San Andres, 1384 feet; Bone Springs,
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Commissioner of Public Lands
Page 2
January 29, 1960

2520 feet, Surface elevation was 3302 feet., [ even inch casing was set
and cemented at 2562 feet, and perforated from 2460 to 2465 feet. This
discovery of oil, although not sufficient to warrant the establishment
of an initial participating area pursuant to Section 11 of the unit
agreement, was encouraging,

The second test well, located 760 feet from the north line and
2080 fest from the east line of Section 29, Township 20 South, Range 26
Bast, N.M.P.M., was spudded March 28, 1958, and finished drilling May 31,
1958, at a total depth of 2502 feet after testing through the San Andres
formation to the Delaware lime. The tops of geologic formstions penetrated
were: Queen, 447 feet; San Andres, 1388 feet; Delaware lime, 2433 feet.
Surface elevation was 3337 feet. Seven inch casing was set and cemented at
2502 feet, and perforated from 2358 to 2378 feet and from 2452 to 2458 feet.
On June 3, 1958, the upper perforations were acidized in two stages, first
with 500 gellons and then with 2500 galloms, and the lower perforations
were acidized with 500 gallons. On test the upper zone swabbed dry and
the lower zone swabbed salt water with no shows of oil or gas. The well
was shut in and temporarily abandoned on June 6, 1958.

Under the terms of the unit agreewent the time interval allowed
between drilling of wells would have expired on December 6, 1958, six
months from the date tests were completed on the second test well.

On November 25, 1958, the Acting Director of the Geological
Survey approved an application by Wilshire for & six months extension of
time expiring June 6, 1959, within which to commence drilling a third
test well under the Seven Rivers Hills Unit Agreement.

Wilshire then caused the third test well to be commenced May 29,
1959, located 1649 feet from the north line and 658 feet from the east
line, or center of lot 8, of Section 5, Township 21 South, Range 25 East,
N.M.P.M. This well was drilled to a total depth of 10,663 feet, drilling
ceased September 6, 1959. Following completion of drilling, several
formation tests were made without finding producticn in paying quantities.
The tops of geologic formations penetrated were: Queen, 460 feet; Bone
Springs, 2630 feet; Wolfcamp, 7006 feet; Cisco, 8170 feet; Canyon, 8430 feet;
Strawn, 8608 feet; Bend, 9056 feet; Morrow, 10,002 feet; Mississippian,
10,650 feet. Plugging and abandonment operations on the well were completed
September 10, 1959.

¥hile drilling the third test well a drill-stem test was wade at
depths of 919/ to 9237 feet in lime in the Pennsylvanian-Bend with the tool
open 180 minutes, gas showed at the surface in three minutes and flowed at
a maximum rate of 65,000 cubic feet per day. This showing was encouraging,
but was not of sufficient character to warrant further testing in this
particular hole, The major zone of interest in this well and the cne now
being studied as probably the best prospect for commercial production else-
where on this unit is Morrow sand found in the interval from 10,050 to
10,340 feet, A drill-stem test from 10,000 to 10,155 feet recovered 200
feet gas cut md plus 400 feet salt water, The microlog shows 13 feet
of good porosity plus 42 feet of broken porosity in this sand section.
YWell control to the northwest and east indicates the presence of this
sand with shows of gas being recorded., Further north in the Atoka Area
five gas wells have been completed from sands of similar age.

Pursuant to Section 9 of the unit agreement the six mo.aths from
completion of the third test well would expire March 10, 1960. Efforts
are presently being made to evaluate fully the induction-electric logs,
micrologs, and sonic logs run in the 1last test well, an integrated velco-ity
survey made and the additlonal suu-surface goclogicsl data resuliing frem
such drilling, together with the encouraging shows of gas in the
Pennsylvanian formation particularly in relation to other wells drilied
or being drilled in the general srea, Additional time is needed to
determine the feasibility and best possible location for an additional
test well to the Pennsylvarian formation within the wnit areca.
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Januery 29, 1960

In view of the good faith evidenced by Unit Operator in testing
the unit area by completion of the two initial test wells required and
the drilling of an additional deep exploratory well through the
Pennsylvanian formation, Wilshire 0Oil Company of Texas hereby respectfully
requests approval of this application by the Commissioner of Public Lands
of the State of New Mexico and by the Director of the United States
Geological Survey for a six months extension ¢f time expiring September 10,
1960, within which to commence drilling a fourth test well to test the
Pennsylvanian formation under the Seven Rivers Hills Unit Agreement, or
to initiate action to terminate the unit agreement.

In order to provide time for the contemplated additional drilling,
Wilshire also respectfully requests the approval by the Commissicner of
Public Lands of the State of New Mexico and by the Director of the United
States Geological Survey of this application for an extension of the term
of the Seven Rivers Hills Unit Agreement for one year so that the Seven
Rivers Hills Unit Agreement shall remain in effect to July 1, 1961, and
80 long thereafter thet unitized substances are capable of being produced
in paying quantitites as defined in Section 20 of said agreement, It may
be noted that this unit agreement provided for an initial term of less than
three years, October 1, 1957 to July 1, 1960, as coupared to present
practice under standard unit form allowing an initial term of five years.

Six copies of 8 revised Exhibit "B", dated January 29, 1960,
are submitted herewith. The exhibit shows that the term of all Federal
leases within the Seven Rivers Hills Unit area extend to or beyond July 1,
1961, the requested extension of term of the unit agreement.

The working interest owners under the Seven Rivers Hills Unit
Agreement join in this application of Wilshire Oil Company of Texas by
separate instrgment in writing specifically referrirg hereto.
Very truly yours,
WILSHIRE OIL COMPANY OF TEXAS, UNIT OPERATIOr

By _/s/ Claude E Peavy
Vice-President

Enclosures

APPROVED: Feb. 16, 1960

By /s/ M. E Morgan
Commissioner of Public Lands
of the State of New Mexico

By /s/ krthur A Baker
Acting Director

United States Geological Survev




The Undersigned working interest owners under the Seven Rivers
Hills Unit Agreement, No. 14-08-001-3900, Eddy County, New Mexico, by
counterpart hereby join in the application dated January 29, 1960, of
Wilshire Oil Company of Texas, as Unit Operator, for an extension of time
expiring September 10, 1960, within which to commence drilling en
additional test well on the unit area to test the Pennsylvanian formation
or to initiate action to terminate the unit agreewent, and for an
extension to July 1, 1961, of the term of the Seven Rivers Hills Unit
Agreement.

WORKING INTEREST OWNERS

WILSHIRE OIL CCMPANY OF TEXAS

Date: February 11, 2960 =~ By /a/ Claude E. Peavy
Executive Vice-President
ATTEST:

/s/ Marion Dodds

Asst. secretary

% Britalta Patroleums, Ltd.
717 Bamlett.Building
Calgary, Alberta, Canada

CARPER DRILLING COMPANY, INC.

Date: By

President
ATTEST:

Secretary
200 Carper Building
Artesia, New Mexico

PHTT.T.TPS PETROLEUM COMPANY

pate: By

Vice~President

ATTEST:

Agsistant Secretary
Phillips Building
Bartesville, Cklahoma

SINCLAIR OIL & GAS CCHPANY

DATE: by

Vice-President

ATTEST:

Assistant Secretary
P. 0. Box 1470
Midland Savings & lLoan Building
Midland, Texas




Dominion of Canada

/11 BV O )

Province of Alberta ) us.
/47 0y o ) o
o
On the 1l day of _February , 19%8, A D., personally appearcd
before me CLAUDE E. PEAVY , o, being by wme duly sworn, did say

that hc is the _Vice- president of WILSHIRE OIL COMPANY OF TEXAS

and that said instrument was signed in behalf of said corporation by authority
of its by-laws {or by resolution or its board of directors, as the case may be)

and said _ CLAUDE E. PEAVY acknovledged to me that said corporation

executed the same.

/s/ John Doe
My Commission Expires: Notary Public in and for _Dominion of Canada

CORALL L/ SEAXE/ b Province of Alberta

at the Queen's pleasure

STATE OF )
) ss.
COUNTY OF )
On the day of , 1953, A.D., personally appeared
before me . who, being by me duly sworn, did say

that he is the President of

and that said instrument was signed in behalf of said corporation by authority
of its bv-laws (or by resolution of its board of directors, as the case may be)

and said acknouvledged to me that said corporction

cxecuted the same.

My Commission Expires: hotary Public iu and for
County, State ol

STATE OF )
s,
CounTY Or )
On tie day of , 29255, A.D., porsonally appeared
before o ‘ , a0, beius oy ome duly svorn, ald say
Last ne Lgotno Prosidont of

ood that sald Iasizumett oo sliacd in buneld of sald corporaticn b auvthority

ol iio ny-love (tr o rocclailo Ly moenwl ol o > Lo, the same may be)
and sald e d to L id 2orporeiion
cxeeulod lhe sone,

[ eIey 2 i G




The Undersigned working interest owners under the Seven Rivers

Hills Unit Agreement, No. 14-08-001-3900, Eddy County, Mew Mexico, by
counterpart hereby join in the application dated January 29, 1960, of
Wilshire Q0il Cowpany of Texas, as Unit Operator, for an extension of time
expiring September 10, 1960, within which to commence drilling an
additional test well on the unit area to test the Pennsylvanian formation
or to initiate action to terminate the unit agreement, and for an
extension to July 1, 1961, of the term of the Seven Rivers Hills Unit

Agreement.

WORKING INTEREST OWNERS

Date:

ATTEST:

Secretary
% Britalta Petroleums, Ltd.
717 Bamlett.Building
Calgary, Alberta; Canada

Date: 2-8-1960

ATTEST:

/s/ Gleun A. Caskey

Asst. Secretary
200 Carper Building
Artesia, New Mexico

Date:

ATTEST:

Assistant Secretary
Phillips Building
Bartesville, Oklahoma

DATE:

ATTEST:

Assistant Secretary
P. O. Box 1470

Midland Savings & Loan Building

Midland, Texas

WILSHIRE COIL COMPANY OF TEXAS

By

Vice~President

CARPER DRILLING COMPANY, INC.

By _/s/ Marshall Rowley
Vice- President

PHILLIPS PETROLEUM COMPANY

By

Vico~President

SINCLAIR OIL & GAS COMPANY

e
=2y

Vice-President




STATE OF NEW MEXICO )

) ss,
COUNTY OF EBDY )
&0
On the _8  day of _February , 1958, A.D., personally appeared
before me Marshall Rowley , who, being by me duly sworn, 4id say
that he is the Vigce  President of Carper Drilling Company, Inc.

and thal said instrument was signed in behalf of said corporation by authority
of its by-laws (or by resolution of its board of directors, as the case may be)

and said Marshall Rowley acknowledged to me that said corporation

executed the same.

/s/ Chris Chapin

My Commission Expires: Notary Public in and for _Eddy

County, State of New Mexico

10-15-63
STATE OF )
)} ss.
COUNTY OF )
On the day of , 1958, A.D., personally appeared

before me , who, being by me duly sworn, did say

that he is the President of

and that said instrument was signed in behalf of said corporation by authority
of its by~laws (or by resolution of its board of directors, as the case may be)

and said acknowledged to me that said corporation

executed the same,

My Commission Expires: Notary Public in and for
County, State of

STATE OF )
) ss.
COUNTY OF )
On the day of , 1958, A.D., personally appeared
before mz , whu, being by mes duly sworn, did say
that he is the _ ___ President of

and that ssid instrument was signed in behalf of sald corporation by authority
of its by-laws (or by resolution of its bLoard of dircctors, as ihe same may be)

and saild acknovuledged 1o me that saidl corporation

executed tLhe same,

My Commission fxpires:

Lotary bubiic in oand for
Stota of

3 e e eme e e e e ——— et e e

PP
Dltedd




The Undersigned working interest owners under the Seven Rivers

Hills Unit Agreement, No. 14-08-001-3900, Eddy County, New Mexico, by
.counterpart hereby join in the application dated January 29, 1960, of
Wilshire 041 Company of Texas, as Unit Cperator, for an extension of time
expiring September 10, 1960, within which to commence drilling an
additional test well on the unit area to test the Pennsylvanian formation
or to initiate action to terminate the unit agreement, and for an
extension to July 1, 1961, of the term of the Seven Rivers Hills Unit

Agreement.

WORKING INTEREST OWNERS

Date:

ATTEST:

Secretary
% Britalta Peirdleums; Ltd.
717 Bamlett.Building -
Calgary, Alberta, Canada

Date:

ATTEST:

Secretary
200 Carper Building
Artesia, New Mexico

Date:; February 19, 1960

ATTEST:
/s/ 1. Huflod (%)

Agsistant Secretary
Phillips Building
Bartesville, Oklahoma

DATE:

ATTEST:

Agsistant Secretary
P. O, Box 1470

idland Savings & Loan Building

Midlond, <TYexas

WILSHIRE OIL CCOMPANY OF TEXAS

By

Vice~President

CARPER DRILLING COMPANY, INC.

By .

President

PHILLIPS PETROLEUM COMPANY

By _/s/ B. F. Stradley
Vice-President

SINCLAIR OIL & GAS COMPANY

By
Vice~President




STATE OF CKLAHOMA )]

COUNTY OF WASHINGTON 4

A

The forcgoing instrument was acknowledged before me this 19thday of

Februscy , 1960, by __B, F, Stradley , Vice-President
of PHILLIPS PETROLEUM COMPANY, a Delaware corporation, on behalf of said

corporation,

My Commission Expires:

1-21-62 /s/ Marlyn ILiahge
Notary Public in and for the State
of Oklahoma




The Undersigned working interest owners under the Seven Rivers
Hills Unit Agreement, No. 14-08-001-3900, Eddy County, New Mexico, by

counterpart hereby join in the application dated January 29, 1960, of

Wilshire 0il Company of Texes, as Unit Operator, for an extension of time
expiring September 10, 1960, within which to commence drilling an
additional test well on the unit area to test the Pennsylvanian formation
or to initiate action to terminate the unit agreement, and for an
extension to Ny 1, 1961, of the term of the Seven Rivers Hills Unit

Agreement.
WORKING INTEREST OWNERS
WILSHIRE OIL COMPANY OF TEXAS
Date: By
Vice~President
ATTEST:
Secretary -
% Sritalta Petroleums, Ltd.
717 _Bamlett. Building -

Calgary, Alberta, Canada
CARPER DRILLING COMPANY, INC.

Date: By

Pregsident

ATTEST:

Secretary
200 Carper Building
Artesia, New Mexico

Date: By

Vice-President

ATTEST:

Assistant Secretary
Phillips Building
Bartesville, QOklahoma

SINCLAIR OIL & GAS COMPANY

DATE: Feh, 10, 1960 By /s/B. L. Elaton
Vice-President

ATTEST:

/s/ R. J. Silan (7)

Assistant Secretary
P. 0. Box 1470 |
Midland Savings & Loan Building |
Midland, Texas




STATE OF TEXAS )

) ss.
COUNTY OF MIDLAND )
60
On the 10th day of Februa.y , 195, A.D., personally appeared
before me __ R. L. Elston , who, being by me duly sworn, did say
that he is the ViC®~  president of SINCLAIR OIL & GAS COMPANY

and that said instrument was signed in behalf of said corporation by authority
of its by-laws (or by resolution of its board of directors, as the case may be)

and said ___R. L. Elston acknowledged to me that said corporation

executed the same.

/s/ Betty C. Richardson

My Commission Expires: Notary Public in and for Midland
County, State of Texas
June 1, 1961
STATE OF )
)} ss.
COUNTY COF )
On the day of , 1958, A.D., personally appeared
before me , who, being by me duly sworn, did say
that he is the President of

and that said instrument was signed in behalf of said corporation by authority
of its by-laws (or by resolution of its board of directors, as the case may be)

and said acknowledged to me that said corporation

executed the same.

My Commission Expires: Notary Public 1In and for
County, State of

STATE OF )
) ss.
COUNTY OF )
Cn the day of , 1958, A.D., personally appeared
before me , who, being by me duly sworn, did say
that he is the President of

and that said instrument was signed in behalf of said corporation by authority
of its by-laws (or by resolu.ion of its board of direclors, as ihce same may be)

and said acrnowledged to ne Lhat gnid corporation

oxceuted the same,

Yy Commd ssion waplros: O
P HON
5l

tounty, Obale of




¥. . 3w 721
otem1l, Hew Mexico
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R ‘Getedar 13, 19358

Wilshive 0i1l Compamy of Teuss
¢/o My, Fester Nowwrell

r. 8, Do 333

Seowell, Rew Nemtoo

Sonk toman:

This will azkaowledge Teceipt of tie following Jdocuments
relating to tia Sevsa Rivexs BMilly woit agxvemeut (NWe. 14 -0A-0G1-3%00),
Zddy County, Mew Nexice:

1-a. Five copies of 2 Asiifiestion and Juinder to the umit
sgreemant , suscuted by Fhillips Petreleum Compasry. Exbidbit
*2” showe Fhillsps Petrclewn Sempany osms sll recerd titls and
workiang intezest iz Stete of New Mexice land uvnit trect 18
(WL, W, BRASEX, and SRS} see, 32, T. 20 5., R, 25 5.,
RN, P.N.)

1B, Five COPLeS OF & ESTILLLiCHILCD P08 JOLOSPT o b9 wuis
opaToting dgveament, exsluted by Phillips votreleus o@e
peuy, also yalsting te 3:ate ~: Rew Maxfce lasd usit

teact 18,

&, Vime Loplor o o

@l agxm:zi R :

Boyls., T Bureaw of Lard ’ww,g.m'::':t’ nas ;d: £} £
oLfjce rhel Sra. oyle {6 the swopeseful offerer dor
Fudeyail il sd n,mt leade @ g&«{‘&w} (1o Le ‘lau iy
shTacing the ShY and ?:‘-ié‘i 2 ses. %, T. 81 G., 2
dLELPLA. Suad "'.9-:::5 “as le nwri, FRTSRIE I P
li;"‘JT-..3.w, witi o id(ife;u o L5 F-’.i‘ JAFRAY N
rilavwg the land io queatiosn ae. uzait ryact 1,

e N

LI

Al POUT Sepied vl nebiiloablon andg solncod Loovie
unit oporating asveessol, exscuted oy Mrs, Ao s. devie
i, b boyle ales yelating t0 Yederval leed untt rescs )

I Ea N
S ST N

Uy viztue of the Satiiicaiiong and Joinders lis<od 2s tea
god 1% above, State of Kew Mexico luﬂi ui tract 1% is conafdeeed
cfluetively weemdtted Lo phe deves Sivars : o i
Juos by L, Use Jlrst dmy ol i : i
Retit{ications and joliaders,

= A T
o

[ RN RS



By vistus of the Eatifications smd Joiaders listed ax 2-a
and 1-b adove, Tedaval Land snit txect 1| (loase ¥ C66471) is com-
stdovnd effastively ssumittad to the Seven RMvers XRills wmnit agrve-
nent, sffective o0 of the affective date of the lasse.

Copies of the Ketiticatinas end Joindars ate buing distriluted
to sppuopriste Pedasul efftces for faclusien in the official cese
mesnds. It 18 esoumed you will fummish ether imterestsed parties
with agpoeprists svidases of this acticn. Ons eopy of sash of tie
R tifisations and Jeindese listed as l-s, 1-b, and 2-a sbowe is wur-
siug to oux weedn asd (s Taturasd haresith.

%ery truly yours,

SOHN A, AGRERECEN
fegicongl Gil end Gas Syparviaor

Copvy to: Wash. (w/icy of Joinders)
Artesis (w/ey of Jcinders)
BiM-Sgnte Fe (wicy of Joinders)
State Lamd Office, (¥rys. Rhea) {(Luttsr only)
. NMOCC (letter oaly)




P. O, Box 6721
weowell, Kow Mexico

Netober 6, 1959

Hewvay, Jow & Biaklse .
Rinkle Building
Toawell, New Menico

Geoxtlemee!

This will acinowledge receipt cf the following decuments
miating to the Bell Laskse wait agresment (o, 14-03-001-1063), ica
Couynty, %rw Mexice:

1-a. Five copise of & Consent and Ractfication of the
unit ageveemenk, swexutsd by NMaleo Refimaries, Inec. Ra-
vised Rxhibit "B showe ODonald B. Audersen owns all re-
cord titls amd workisg intavest i» Federal land unit
sract 1 {lanse MM.639). dovever. by decfaien dated
Septamber 11, 1955, the Buresu of Land Management &p-
prowed sn assigmment of leape BM-039 tn its entirety
frow andersos 0 Msleo., Acceptancs and Appreval of
Continente! 0il Company, unit operator is affixed to
each copy of the Ratiifcatica and Joindez,

1+, Three copicy of & Zatiiication snd Jetoder Lo tio
onlt operating of rsopsoat, exccuted Ly Heleo Relineries,
I, , alsos polaiing te Vederal isrd unde tract 1,

Zeg,  Ceuy copies of n Atiflestion and Solnder to the
kD smeta B, swedtited by Unioe i1 eopey o) Ualle
Lon iz, xmu: "3 storws Unioa Ol Company of Cali-
cysie owod raeead title acd working interovst {u 3te o
e twesdoe lamd uni{t tescl Ho, 020 Appreval aod
Consent vl Contineatal Gl ¢ rupan} s sperster, Lo

<

’ .ﬂ‘
srrimesd e vech sopy of tim Retificatico and Juinder,

el snroe oopieg O # arikiicaiion @ad Joinday Bu Lie
CulE opsrsting agrecwwoat, cxkacuted by Unlon 0L Tompany
Ditidorata alse yaierine fo State land it tract

3. louy conles of o Sariflestlon wad Joindev to the
SEE A guerend, Gratotod by illien A0 Cohwlte, lide




rovissd Bxhidbit "N shews Mr. Schulte cwms me interest
{n Federal land wmit tract 3, (lssse M-038)) your
lattex cf Septembet 23 ztates he Lns acquived an over-
riding soyslty isterest in said land, Acceptemcs and
Apptoval ¢f Comtimental Oil Camptmy, vail operater, amd
Signsl 01l snd Gus Company, wetking istssest cwnsr of
wnit treet 3 i3 affimsd to each ocopy of the Ratificsticn
md Joinder.

By viztus of the Emcifications aud Joinders listed as l-s
aud 1-5 sdbove, Yedursl lmad wuit tract 1 (lease MN-0X9) i3 constdered
sffectively commiteed tc the Bell Lake unit agreemsot, sffectfiwve
Getober 1, 1995, the firet day of the menth followisg filing of the
Eatifications and Joindars.

By virtus of the Eatifications and Joindars listed as 2-a
ad 2+ shove, State land wait tymet No. 60 is coanidewed effectiwely
committed oo the Bell Labe wnit agresssant, e¢ffactive Octobar 1, 1939,
the fivet doy of tim sonth feliowizg filing of the Matiffcations and
Jeinders,

By virtus of the Ratifications and Joinders listed a» Ne. 3
shove, the owverriding vorysity interest in Federsl land umit tesct 3
ownsd by Mx, Selmits, is considerwd sffeactively conmitted t& the Bell
laise weit agresment, effuctive October 1, 1939, the fizet day of the
wmooth following filing of the Rstifications sud Joindays,

Confes of the Retifications and Joinders sre baing distri-
buted to eppropriate Fedaxsl oifices for inclwason is viwm wiiicial
case recovds, It is ascumed yeu wiil fur-ish other interssted partiss
with appropriaiy svidence of thia setico., O(me ¢opy of ithe Razifica-
tions and Joindeys iistec g8 l-a& ghowe s eurplus e our nreds and is
returoe g horewlith,

Copy tor asbingtor (/ey oi leindeos)
Artesia {v/ey of Jvicdzge}
BlH-3anta Fe (wliey of Jolonders)
Stats tand CLfice, (ivs. Rres) atrey only)

TR S AR O PR
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PHILLIPS PETROLEUM COMPANY

BOX 791
PERMIAN BUILDING

LAND AND GEOQLOGICAL DEPARTMENT MIDLAND, TEXASN

MIDLAND DIVISION

May 21, 1959

Re: G. F. 11123
Seven Rivers Hills Unit Area
Eddy County, New Mexico

The Honorable Pete Porter
0il Conservation Commission
State Capitol

Santa Fe, New Mexico

Dear Sir:
Attached hereto is one copy of each of the following instruments:

1. Phillips Petroleum Company's Consent and Ratification
to the Seven Rivers Hills Unit, Eddy County, New Mexico.

2. Phillips Petroleum Company's Consent and Ratirication
to the Unit Cperating Agreement covering the Seven
Rivers Hills Unit Area.

3. Designation of Agent, form whereby “/ilshire 0il Company
of Texas designates Phillips Petroleum Company as their
Agent on certain lands covered by the above captioned
unit.

L. Designation of QCperator, form 9-1123 whereby “ilshire
0il Company of Texas designates Phillips Petroleum
Company 235 their Operntor on certain lands covered by
the above capltioncd unit.

These instruments are sent to vou for your information. If you desire
any further information, we will be more than glad to furnish it.

Very frnl Yy yonrs,

Horth . thitworth
Pl Assh. Contract & Title Supervisor

Atlachments

ey T, Tt JIobhnston e Pk ser s ot Crunts

FLITE-FLALL TROP-ARTIC
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el SebhveN JIiveild friL. L B
CUETY 0F RLOY, AT b NEW VL0

WHEIHEAZ, hev-tofare on the [ 87 da, o7

ceartain parties entered Into a certan 't Agreamont

lowing descriced lands, to wit:

of Trect Ho. 16 set out in Whibit ¥3B

New Mexice Principal Merid.au
Pownship 20 South, Ranga 2€ Zast
el 2T

ot
-

[
~
g
=
. ~
x N

Zection 19

j 2, 4y SxhEg, 45w, SEn
Sections (X b

2y 22 AL
Section 27: Nwy, Wila:
Sactiaons 28, 23: Al
Section 30: Ilotas 1, 2, 3, 4, z§f§, £t (al
Section 31: Lots 1, 2, 3, 4, T¥s, B4 {al
33: Al

Sections 12,

Section 3: lots
Section
Sectionn
Section

, Ea o4y 5, 10, 15, WHg
through 14, J¥, N3
through 16, 58 (ail

2
Pt b e e R

2]
o

jes Ve oAl Ble RRW BN Sy
et
.
e Uy
pies

Section : lote 1, 2,|3,‘A, Esws, B3 (all)
Sectio (b, Swi, MalBs& . IWALE,

3ection : J;N&

Section 18: ILots L, 2, 3, 4, E&ksws, wiNgs

sy

PHERYAS, Fulllips Petrolewm Cumpany 18 Lhs

- 2

attaches
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FAS, N tnin dgosumonl o LI L
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naraly ratify and ooncent Lo gil of dis lerwn ool pooviston: ¢ seld

nit Agreemert as providasd ‘»? Jection 30 of sald I'mit Agromeey,

3
TAHCITED thts [

Syt Mg e,

PHIZLI LD ValOLY SUMPARY

ATTEST: ¢ . _
; / S wy_L o ’.:;i(.f-u-"-n-&——" - hb,

3
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STATE OF OKLAHCMA ]
COUNTY OF WASHINGTON §

The foregoing instrument was acknowledgad before me this /o7 day

of L Ay L1959, by S S W ciez ot , Vice Presidmmt

of PHILLIPS PETROLEUM COMPANY, a Dsiaware corpoiation, cu behall of said

‘o,
‘.

: . 441‘(“?“1 a';:,&q_'iﬂ e
P Kotary Publicin and for Washingion

o '“q.‘:?‘ N County, Oklahomaa,
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WEREAL, erestofare m the LB dey of Mazich. 1981 ...

A certain uit Agreewsnt for thw deveiopment ar! cperation of the Swven
Rivere Hills Unit Ares, locsted in the Cowrty of Fddy, State of Bew Mxioo,
was entered intc by aml Letweasn certain of the wners of the unit srsa;
ani

AAMREAS, sall imnit sgreement has by iwatrument of even date
herewith been ccnsented to and ratified by Phillips Petrolewm Company, the
owner of the working interest in tract No. 16 as shown on Exhibit *P* af
said Unit Agreemsnt; and

WAIREAS, ocertain owners of working interest included in said
Unit Agreement entered into a Unit Operating Agreemsat pursuant to the

terms of said Unit Agreemsnt on the 13 day of Marchk, 1987 i

and

WHEREAS, Section Ko. 27 of said Umit Operating Agresmzsnt rovides
in pert that anmy working interest ownser desiring to join subsequant to tiwm
effective date therseof shall be permitted to join only in accoed with swsh
terms and conditions as thern may be agreesble o the unit operator; sand

FHEREAS, Pnillidirs retralewn Coopany desives to ratify and coa-
sent to the terms of awd joln in =aid mil Gperating Agreewsnt ae of thw
date boveo’, ard cn the follesing toras and condiiions which ere sgrocabls
to the Wilshire Oll Company of Texas as unil opsratov.

M THNRRZOAT, for emd Lo eousiiuratlion of whe presises nedd olhey
good andd valuable consddecation, Paillics Polvolewm Uuwmmpnny dogs berebdy retify
awxi congent to all of ths teres and provielons ¢f said Unit Uperablng dgese-
went and join in gaid Undb Operating fgreswant, gubjeot culy to tha (ollesing

T e

3
.
"
<
P
:

5 N Vo B L e 5 1 N . . R, N N o Lyt 5 N
Jo That nothing cuntalosd 0 el Uadt Dpooaling lgresuaul w iad:

e . B, -y N . P S . LIS . PP JENE A N . N B . Cagr, o3 Al v L TR TR
otiidoation werdl chougs e odenld mul Avtdiss of YLk lien Peiroieces Uogony

vnder thel cerleln dgusensrd exeruled by Lsepsr el Ll g Goupany =500 Do g

Potvalsum Cuagsey of svea dots herae?; suwl



Alteinirs vl Qompray of Tegns asy anil coerator uander sald

Tt et e Arveme nt certifies that pursawiny to the torws of Section
Ctherest won kbl Piterest cwmowera of an dres of lees than Lum dres oavveresd
by o eatire ottt Agireemnt dld apree «» (o a maaer ol peylug tne cost of
drilliog and completing and/or plugging or abandoning all wells drilled
wretol.re on the unit ares and such conts were pald and $hat no part of
the coet or expense heretofure incurred in operations of the unit ares will
be charged against the interest of Phillips Petroleum Compeny; and

Purtner, wWilshire 01l Company of Texss as unit operztar umder
#aid Unit Opereting Agreement hereby signifiss that the terms and coaditicus
of this Hatification and Consent are in accordance with terms andi comdiitions
which are agreeable with it as unit operator within the meaning of 3eciiom

27 of said Unit Uperating Agreement 23 of the date hereof.

/

FXECUTED this /</ 54 day of M/ , 1959,

PHILLIPS PRTROLEWY CCMPANY

Ty /j:.{,/f/"d ./ ﬁ,{,&%ﬁ \&x_\",ﬂ

Tiao Prasidont F&
P rznfl""""
kwT
,ﬁ'IT N;:}{E ClI CO‘!I.R.‘.(Y Q‘d‘ »nyx,:, ,
g
//‘} ) /"! y /

ry_{ ’/ﬁf_f_?ﬁf;zi?bj,é .
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STATE OF COKLAHUMA }
COUNTY 00 ¥ASHIIGTON
The forepeing fustrument was acknowledyped before we thig

< day of L <o . 1959, by £ ‘ D") Jtnmn‘t"
Vice-tresident of PEILLIFES JFTRUOIZWN COYEANY, a Delawers coxrporstion, om

[ vehall of sald corporation.

My Camission ¥xpires:

v I RWY
Rashington Couaty,
Oklahoma

DOMINION OF CANADA }
{

JINE/ 17
FBOYNGE oF ALBERTA)

(

The foregoing instrument was acknowledged befcrs me this

2 , .
/4 doy of _hreny » 1959, by .;f‘@aaéﬁfﬁu‘,
Y 4 /
W"f HILSHIRE CIL COMPANY OF TEXAS, a Texas carporetion,

on behalf of said carporetion.

Wy Comission Deypinres:

s jéo-—» ,%«C:

v v




Cederal Serlsl WM. - 03203

Fddy County, New Mexico

Supervisor, 00 o s P bt e

e aderrioaes Ts)oon tne receras of lie Ul 3. eclogleal Survey,

NE 3

Y et 0 U Jeven Pivers H3lls tindt, No. LL-00-001-3¢C00, smbracing

in art the hereinbelom dercvibed sicreage, and nerety desionutes

ARE. PHILLITS VETROLEIN CoMbuNY

ADDRESS: Partleasviile, Qulahona

s swent, with £l zatherily to act in dits behall in complying with the

terme ol the Seven Rivers Hills Unit Acreement and regulations npplicatle
thercelc and on whom the superviscor or ois representelive may serve written
or cral instructicns in securing comdliznce wiih the Cil ami "2s Operating
Pegulaticas with respect to all operations iavelving the following lands com-
mitted to szid Seven Rivers Hills mit lsreement:

Lot L, Section ©, Towaship 21-South, Range 25-Fast,
N.u.0W. ., Tady Ceouaty, Stute of llew lexico

It 1s understooc that this Designmation of igent dees neot relisve the Unit
Jperator of respunsibility or comiliance with the terms of the leases, the

Seve: Fivers Hills oenit Agreement, and the Cil and Cas Operating fegulations.

It 1s =lse understood thzat this Desigrnation of Azent does nol constitute an

scelmmont of Gny 1atE€iredt o e ledases involven.
In ease of default on tne part ol the Sesizanted sgent, the Unit
Coeruior will make Mell and oro witl, zll res lesse terag
or orders v the Secrelacy o0 the Intevicr or als represe
Toe it Sporator cgrocs prosyltly Lo wonity the 30 and ks
Supevvisor of any chaegn iy the desiunzaied apenv,
S O TR T
L E
B AT

[STER 0 N A A Uk B SN B O SO )
PO R
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P. C. BOX 933

-

Mr. Clyde K. Stone
¥{lshire Of1
717 Bamlett Buil,
Calgary, Albverta
Canads

IR R M Star 3

Enclised is the o
foc . » H, vuncan, advising
Dilzor of the Yy, S, Geologicel
Al ML Cowany of ™

Lo sudepr bos

Savern
AN PR
_,.,1’ 3'}\»‘\'-

)
(7Y

N PERS TN A

~xa8 for a afy

S22 Dy T953 ) sitain whi

PHONES: MAIN 2-5230

FOSTER MORRELL ~
PETROLEUM CONSULTANT S
Nicksen Hbm .’\"LD'NG
RosweLL, New Mexico

December 5, 1958

Company of Texas
ding

Seven Rivere Hilig Unit
Eddy County, New Mexico
Order No. R-973

Case No. 122/

*iginsl of letter dated December 2, 1958,
that on November 25, the Acting
Survey spproved the gpplication of
(4) menths Sxieniion or tipme
'h 1o courence drilling the thirg

dvers Hi 1g Unit Agreement New Mexico
] ’

Very teuly yours,

Foster Morrell
{enclosus 2)
cation Cowiignio.,

LOostee)

Or MAIN 2.0420
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™ NEFLY PRFER TO:

UNITED STATES
DEPARTMENT OF THE INTERIOR
GECLOGICAL SURVEY
WASHINGTON 25, D. C.

RECEIVEDDEC 51958

DEC = 1958

Wilshire Oil Company of Texas

o/o Mr. Foster Morrell |
Post Office Box 333 k
Roswell, New Mexioo

Sentlemer::

On November 25, 1958, Arthur A. Bsker, Acting Director
o7 the Geological Survey, approved vour eprlication for a six-wmounth
extensior of time expiring June 6, 1959, withir whick to commence
drilling the third test well under the Seven Rivers Hills unit
agreement, New Mexico, No. 14-08-001-390C.

It is assumed that you will furn'sh the State of
New Mexi~o or any other interested principal with whatover eviderce
of this approval is deemed appropriate.

Thasmuch as only ihree executed copies of the gpplicetion
were submitted, we are unable to furnisn you an approved copy.

Very truly yours,
¢ #

ST

- Y i

D //ﬁ"‘ g & €
/

‘

Far the Direcior
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herr o ooreuufed wevan o lverg

WJiills init
dédy Coumty, Yewr ¥y 2

Wilsnire (1) Company cf Texss

Leggett Building
Midland, Texss

Attertion Frank W, Lakeo
Gentlcnen:

In rasponee W Foster .iorrelite lettsr of veptembor 13, 1927, o wicn
ta2t this company declimze to Joir dIn the foaven dverc ille Tolt e

by you. Ipasmueh, ar our investmort in tne sereage whieh ¥ ou dopir
in the urit i & cart of our exploration progres aismed 2t eval aating |
horisonsg, we cdeta it peithor in the best Interests of cur compeny, nov ¢
public, that such deeper eval'umtlon be nandieapnel, if noi nravariod, o
contridution of our aeresge to = shaliow -lar of uxpleration,

[
b
ﬂ) L6
-
'.s G oy

£

At the meeting in vour offinse Tuiw 15 ukf Gumpuny VEUTTEENGE U
g vpropoeal which ocur management w 216 conglder hereby vz vode
ar you propose with certedn technicsl changas &;rq*qh’a 1o o,
a =odifind apersting ggrecmeni, our company "0?1@
with an option t¢ aarn one-half of vour dean clpbis
i 3 . :;’C"\l ::P‘!,

7 s11 poaldky Pt
3G lie
fhe extrena vivianig NERT
would nake it ceen Srib
iry ehadiow tect: to “‘ i‘ldin, i
o prudent apers o or Thin out hids Gxy i 4
pppear promeble thut cheldd hin propoe ve e ehLon




Wilghire 041 Company of Texas page = 2 -
Ootober 7, 1957

iz risking a» extremely large inveetmsnt in behglf of the other majority
interect owners, would de only 200 perdmt cost recovery out of any produstion,

We are certainly in fravor of wmitisation for the corservation of o3l anc gar
ard desire not to delay sny federel unit operation. In thir insgtapse, we
regret that we are umable te justify our participation ir the proposed unit,

Yours very trily,

-

oY

RWB1en K. ¥, Barker

ee: Divisior Lendmap
Foster Morrell

Kieksex: Sotel

Fopwall, Bey Mexico

Homorable Murry E, Morgan
Comnirsioner of Yuhlic Lande
State Capitel Buildiny
Santa ‘e, New Mexico

Howorable A, L. Porter, Jr, . T
Cil comsarvation Coemigeion T T
State Capitol Building

Santa Fe, New Maxico,

B, B. Johmmtan
c. F. hn.r



MAIN OFFICE 0CC

1957 B *u Ml 326

In reply refer to:
Unit Division

Mr. Foster bMorrell

P. O. Box 933
Roswell, ilew Mexico

Res

Oear {Mr, Morrell:

July &9, 1357

Seven Rivers Hills Unit Aqreement =
v'f1shire Oil Company of Texas,
Operator

The Commissionsr of Public Lands has approved the
Seven Rivers Hills Unit Agrecement as cof July =G,

1557,

Ve are handing you herewlith fourtecn executed
Certificates of Approval,

Also enclosed is a temporary receipt in the amount
of "395,00, covering the filing fee for nineteen sections

or parts thereof within the Seven Rivers Hills Unit Area.

Our Cfficial Receipt will be mailea to yuu &s soan

as il leg {asued.
[P N ,;51 . fr'/'
5',:31Cu

C b3 7

Yery trualy vours,
GURRAY T, LORGAH

Coprrigsioner of Public lLanas

P hry ) "o . oy ey s : N 0y PN 3
T2 Ped i lherry, Sunapvisor
. - 3 L A

[ASTEN R RIS X

Edd
Tl osnd fing



March B, 1957

/
In reply refer 1, _/
Unit Division g
Mr, Foster forrel)
Petroleun Consultant
P, 0. Box 93
Roswell, New Mexico
Re: Scven Kivers 15711, Unit -
mdily County, YVew Medico
Dear sir, Morrell:
This is to advise you tnat the revised forp
of Saven Rivers ¥ilte B5S TitIamat wae yrrovesd
85 to form ans context b dscar Jorian, attorney
for this office, 5: of caroc 7, 1nToe,

(DT
NS

Copnnd

- el

s3lunger o Puhlic Lends

(o) 1 s R P I
Ny 1 Yass g ‘y YMVCTVISOE
M and O Vloactaon

AOT R
FEM MR Mia

cc: X.C-Santa Fe
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OIL CONSERVATION COMMISSION
P. 0. BOX B71

SANTA FE, NEW MEXICO

Mr. Poster Morrell
P.0. Box 933
Roswell, New Mexico

Dear Sir:
We enclose two copies of Order R-973 issued Aoril 5, 1957, by

the 0il Conservation Commission in Case 1224, which was heard on
March 20th at Santa Fe.

Very trmly yours,

A. L. Porter, Jdr.
Secretary - Director

bp
Encls,




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF THE STATE OF NEW
MEXICO FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 1224
Order No. R-973

THE APPLICATION OF WILSHIRE OIL COMPANY
OF TEXAS FOR THE APPROVAL OF ITS SEVEN
RIVERS HILLS UNIT AGREEMENT EMBRACING
10,996 ACRES, MORE OR LESS, LOCATED IN
TOWNSHIP 20 SOUTH, RANGE 26 EAST AND
TOWNSHIP 21 SOUTH, RANGE 25 EAST, NMPM,
EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 10 o'clock a.m. on March 20,
1957, at Santa Fe, New Mexico, before Daniel S. Nutter, Examiner duly
appointed by the 0il Conservation Commission of New Mexico, hereinafter
referred to as the "Commission,” in accordance with Rule 1214 of the
Commission Rules and Regulations.

NOW, on this 5th day of April, 1957, the Commission, a quorum
being present, having considered the application, the evidence adduced
and the recommendations of the Fxaminer, Naniel S. Nutter. and being
fully advised in the premises,

FINDS:
(1) That due public notict having been given as required by law,

the Commission has jurisdiction of this cause and the subject matter there-
of.

(2) That the proposed unit plan will in principle tend to promote
the conservaticen of o0il and gas and the prevention of waste.

IT IS THEREFORE ORDERED:

1. That this order shall be known as the

SEVEN RIVERS HILLS UNIT AGREEMENT ORDER

2. (2) That the project herein referred io shall be kuown as
the Seven Rivers Hills Unit Agreement and shall hereinafter be referred
to as the 'Project."

pEgper=
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(b) That the Plan by which the project shall be operated
shall be embraced in the form of a unit agreement for the development |
and operation of the Seven Rivers Hills Unit Area, referred to in the |
Petitioner's petition and filed with said petition, and such plan shall
be known as the Seven Rivers Hills Unit Agreement Plan.

3. That the Seven Rivers Hills Unit Agreement Plan sbhall be,
and hereby is, approved in principle as a proper conservation measure;
provided, however, that notwithstanding any of the provisions contained
in said unit agreement, this approval shall not be considered as waiving
or relinquishing in any manner any right, duties or obligations which are
now, or may hereafter, be vested in the New Mexico 0il Conservation Com-
mission by law relative to the supervision and control of operations for
exploration and development of any lands committed to said Seven Rivers
Hills Unit Agreement, or relative to the production of o0il and gas there-
from.

4, (a) That the unit area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

TOWNSHIP 20 SOUTH, RANGE 26 EAST, NMPM

Section 19: YTots 3, 4, S/2 NE/4, £/2 SW/4, SE/4
Sections 20, 21. 22: All

Section 27: NwW/4, W/2 SwW/4

Sections 28, 29: All

Section 30: lots 1, 2, 3 4, E/2 W/2, E/2 (A1ll)
Section 31: Lots 1. 2, 3. 4, E/2 W/2, E/2 {(All)
Sections 32, 33: All

TOWNSHIP 21 SOUTH, RANGE 25 EAST, NMPM

Section 3: Tots 2, 3, 4, 5, 12, 13, NW/4 Sw/4

Section 4: Lots 1 through 16 SW/4, N/2 SE/4, SW/4 S¥/4
Scetion 5; Lots 1 through 16, S/2 (All)

Section 6: Lots 1 through 18, E/2 SW/4, SE/4 (All)
Section 7: Lots 1, 2, 3, 4, E/2 W/2 E/2 (All)

Section 8: N/2, SW/4, N/2 SE/4, SwW/4 SE/4

Section 9: N/2 NW/4

Section 18: Lots 1, 2, 3, 4, E/2 NW/4, W/2 NE/4

containing 10,996 acres more or less.

(b) The unit area may be enlarged or contracted as provided
in said Flan.

5. That the unit operator shall file with the Commission an
executed original or executed ccunterpart of the Seven Rivers Hills Unit
Agreement within 30 days after the effective date thereof.

6. ‘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 become a party thereto by subscribing to such agree-
ment or counterpart thereof., or by ratifying the same. The unit operator
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shall file with the Commission within 30 days an original of any such
counterpart or ratification.

7. That this order shall become effective upon the approval of
said unit agreement by the Director of the United States Geological Survey
and by the Commissioner of Public Lands of the State of New Mexico, and
shall terminate ipso facto upon the termination of said unit agreement.
The last unit operafor 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

EDWIN L. MECHEM, Chairman
MURRAY E. MORGAN, Member

A. L. PORTER, Jr., Member & Secretary

SEAL

ir/
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State of New Mexice

OFFICE OF THE

Cemnsiosioner of Publie Fande

"'« Merch 8, 1957

MR &, ORGAN

L )
In reply refer to:
Unit Division

Mr, Fozter Meorrel!}
Petroleum Consultant
P. O. Box 93
Roswell, New Mexico

Re: Seven Rivers Hills Unit -
Eddy County, New Mexico

Dezr Mr. Morrell:

This is to adviss you that the revised fora
of Seven Rivers M{lls Unit Agreement was approved
a8 to form amrd comtext by Mr. Oscar Jordan, sttormey
for this office, ss of March 7, 1957,

Very truly yours,

MURRAY E., MCRGAN
Cwmmissionsr or Public Lands

1 -
7ol B2

L
By: Ted Bllberry, Supervisor
ULl e2nd Gne Deportament

MEM i MMR /1

s CC~%gntag Fe
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Rough draft for unit agreement orders.

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO ]

) /
IN THE MATTER OF 'THE HEARING 3]74 .
CALLED BY THE O1l, CONSERVATION . 7 "kl
COMMISSION OF THE STATE OF NEW 5/24 N
MEXTCO FOR THE PURPOSE OF
CONSIDER ING: ’ :
CASE No. /22¢
Order No. 4 /70

THE APPLICATION OF cchleflon 4.8 Q,_“fw Ko
"1 W ’ ’;l \
FOR JTHE APPROVAL OF /o0 Se .0 A

UNIT
AGREEMENT EMBRACING Loy Zogs o 2945 2
ACRES, MORE OR LESS, LOCATED IN

TOWNSBIP_Z © ;..«:t,é . RANGE

/ ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at rae ©O'clock m. on
P ouide RO 197> at zh,iﬁ __New MexIco, before
y - . . 2 /e

a 7 e L (amac P 4 < figs .~ A4 4 e W T e W L
C/

- . &~ / ¢ ¥ -
i aqa e Daon ol Lty /€L T K st e, (2lon "'_; -{’- .
/ - -
NOW, on this day of é%§¢2°4/ 19 2
g - ——p . - g
rutend Kaped deuvagdered) .TW' 4
jiiié:j:;i:;gn;ug4,l£2§£ <~.£n!!;;;; et t" 4k QA
featl

FINDS:

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

(2) That the proposed unit plan will in principle tend to
promote the conservation of o0il and gas and the prevention of wast..

IT IS THEREFORE ORDERED:

1 That this order shall be known as the

L_@v ‘ a;a% ﬁ Liln UNIT AGREEMENT ORDER

2x (a} That the project herein referred to shall be known as
the Er gtgxzun &Laélku Unit Agreement and shall hereinafter
pe Teferred 1o 35 The "Project. ™

¢t} That the Plan by which the project shall be operated
shall be emhxaved in the forwm of a unit , 28T ement for the development
~and operation 0 the g%‘ (4/9/1J tnit Area, referred to in
the Petitioner's petl ada ile “with ;ald pet1t10n and such plan
shall be known as the uy Iy ‘412, e ,//,AJ Unlt Agreement Plan,

"EE# That the JL¢¢M_AZ¢4¢4 Unit Agreement Plan
shall be, and herehy is, approved in principle as a proper conservation
measure; provided, however, that notwithstanding any of the provisions
contained in said unit agreement, this approval shall not be considered
as waiving or relinquishing in any manner any right, duties or obligations
which are now, o1 may hereafter, he vested in the New Mexico 0il Con-
servation Commission by law relative to the supervision and control of

)
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operations fox exploration and development of any lands committed to
said v 3 - L. Unit Agreement, or relative to
the production o gas therefrom.

mw Uﬁit'am 1y sha}d €ite ;2\4 -

the Commigsion a “Unit Statgment of Progress
summarizing operayions fcr the eprbrat1on/§nd develofment of ady land
committéd to sa '

Unit Agreement. This state-~
ment ' > ed w ays after the egpirutiogédg
each Six-montifsaduring t e unit agreement, a shall cofitain

sucly pertine t data as Co-nissi to det ine
Untit

4. (a) That the unit area shall be.

NEW MEXICO PRINCIPAL MERIDIAN

TOWNSHIP , RANGE
P a'S LL, 7 A A

boacs O

(7

containing /J «?76 &acres more or less.

(b) The unit area may be enlarged or contracted as provided

in said Plan. (Omit if Agreement _does not so provide.)

5. That the unit operator shall file with the Commgssion an
executed original or executed counterpart of the 3. .. .. B 2 aa

! e Unit Agreement within 30 days after the effective
date thereof.

6. 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 become a party thereto by subscribing to such
agreement or counterpart thereof, or by ratifying the same. The unit
operator shall file with the Commission within 30 days an original of any
such counterpart or ratification.

7. That this Order shall become effectiv 'poi the approval of
it agreemeni Dy the AL Lo // 5; : b pa S o

—Z M . AL ) WA &
and shaII”Termlnat ipso factb~upon the tefmination of said unit agreement.
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

, Chairman
, Member

, Member & Secretary
S E AL




OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO

Date :/ /5

CASE /2 2 17/ Hearing Date 3/20/‘> 7

My Tecommendations for an order in the above humbered cases are as follows:

EERREREF HE AR 4o S R S A e,
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OIL CONSERVATION COMMISSION
}l}lgltj ,L¢44nr44“f SANTA FE, NEW MEXICO
Date (5‘% %ﬁ@

CASE / Z 2 L/ Hearing Date /ﬂ/")h oM j/’ﬂ/’? (_9 f/(
%

My recommendations for an order in the above numbereg z ses !are as foliows:

////WZ

1({\ .. ///, s

alf Member




No. 9-57

DOCKET: EXAMINER HEARING MARCH 20, 1957

0il Conservation Commission 10:00 a.m., Mabry Hall, State Capitol, Santa Fe

The following cases will be heard before Daniel S. Nutter, Examiner:

r"'—'\

CASE 1224:

—————..

CASE 1225:

CASE 1226:

Application of Wilshire 0il Company of Texas for approval of
its proposed Seven Rivers Hills Unit Agreement located in Eddy
County, New Mexico, in accordance with Rule 507 of the New
Mexico 0il Conservation Commission Statewide Rules and Regulua-
tions. Applicant, in the above-~styled cause, seeks an order
granting approval of its Seven Rivers Hills Unit Agreement
embracing 10,995.88 acres, more or less, of federal and state
lands situated in all or portions of Sections 19, 20, 21, 22,
27, 28, 29, 30, 31, 32 and 33, Township 20 South, Range 26 East,
and all or portions of Sections 3, 4, 5, 6, 7, 8, 9 and 18,
Township 21 South, Range 25 East, all in Eddy County, New
Mexico.

Application of Moab Drilling Company for an order authorizing
a pilot waterflood project in the High Lonesome Pool, Eddy
County, New Mexico, in exception to Rule 701 of t:e New Mexico
0il Conservation Commission Statewide Rules and Regulations,
and further, approval for the drilling of several unorthodox
locations for water injection wells in said pool. Applicant,
in the above-styled cause, seeks an order authorizing a pilet
waterilood projeci in ihe Queen formaitiou of itlhe High LoGeSomd
Pool, said project to be effected by means of water injectieon
through the drilling of approximately six w2lls in Sections 15
and 16, Township 16 South, Range 29 East, Eddy Cnunty, New

Mexico. Applicant also seeks Commission approval for the diill-

ing of these six unorthodox locations to serve as the waten
injection wells in the High Lonesome Pool.

Application of Magnolia Petroleum Company for permission to
move distillate off the lease before bheing measured, to produce
more than eight wells into a single tank battery and for per -
mission to commingle distillate from tre Blavco Mesaverde Gasy
Pool and an undesignated Pictured Cliffs (Gas Area in Rio Mri'n
County, New Mexico, in exception to Rules 303, 304 and 309 of

the New Mexico 0il Conservation Commission Rules and Regualations.

Applicant, in the above-styled cause, seeks an oirder (o move
and commingle the distillate produced from the Pictured (Cliffs
and Mecaverde formations from its Cheney-Federal lease covering
SE/4, SE/4 NE/4, and E/2 SW/4 Section 4, E/2 and SW/4 Scction
8, W/2 and W/2 E/2 Section 9, and All Sections 16 and 17, fown
ship 26 Nortf, Range 2 West, {o a separate tank batteryv on ils

i
/




Docket No. 9-57

CASE 1226. Jicarilia "H" Lease in the SE/4 of Section 2, Township 26
Continueqd North, Range 3 West; applicant further desires to move the
\- - «

13, 14, 23, and 24, Township 2¢ North, Range 3 West, to its
Jicarilila "H" Lease, Covering A1l Sections 1, 2, 11, ang 12,

ir/
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Lo iv o PHONES: MAIN 2.8230
OR MAIN 2-0420
A FOSTER MORRELL (\f)
PETROLEUM CONSULTANT ‘ .
Nickson HoTeL BULDING t ,—-
- RasweLL, NEW MeXico s dA
—4 N H
February 26, 1957 ! /
i

Mr. A. L. Porter, Jr.

0il Conservation Commission
P. 0. Box 871

Santa Fe, New Mexico

Re: Seven Rivers Hills Unit
Eddy ( aty, New Mexico

Dear Mr. Porier:

Transmitted herewith is a copy of the proposed unit agreement
for the Seven Rivers Hills Unit Area, Eddy County, Now Mexico, with
Exhibits "A" and "B" attached. Wilshire 01l Coupany of Texas is the
unit operator.

The Acting Director, U. 8. Geological Survey, by letier datcd
December 4, 1956, copy attached, designated 10,995.88 acres of land in
T. 20 S., R. 26 E., and T. 21 S., R. 25 E., N.,M.P.M., as a logical unit,
te oe known as the Seven Rivers Hills Unit Area, and approved the form
of unit agreement.

Wilshire 0il Company of Texas aersby respectfully requests
the approval of the unit agreemant by the 0il Conservation Commission
of Hew Mexico, and for such purpose petitions said Commission to enter
tnis case on the docket for the regular hearing on March 14, 18957, or
for an examiner hearing %o 2e held on or about that date, whichever is
preferable or rore convenient Lo you.

Yery irily yours,

VILSHIRE OIL COMPANY OF TEXAS

_\
— V4
. AA\‘JL'_—’ ‘L‘
R as I
Enclosures Foster Lorrell

Its Revpresentative
ce/ Mr. Clyde N. Stone
Wilshire Qil Company of Toxas
Lopreth Bulldirg
Midland, Texas



S,

S "

st
i

ITED STATES
DEPARTMENT HE INTERIOR
GEOLOGICAL URVE
WASHINGTON 25, D¢,
DEC
Te Togte Mo ell, hgert [
Wils dre 513 mpary ¢ Texes )
« 0. Boy %33
ROBVell, Ve exinn
Desr Sir,
ef‘erence is €ty ur appllcatior cf Octof\e‘ 1
fileg vith the 211 ang Cas Supery » Oswe]]. Yew Mexic * TeqQuegtiy,
des)gnatior of 10,995. 78 &Cres jr y County, Lew Me Co, aas logie
Subject loration «d d velopmert Wider the un tizatlon provisions
Of the Minery) asirg t, &s &endeq, Refez-ence 8lso
three €opies of 8 Propogse ore of 8emant fileq th the applicatior
or Prelimin Y 8ppray 2
Purgyg, the regulations ef Decempegy 2. 195¢, 30 C.F
220.3, ‘® folle g described lang is dr:-sigmated &8 g lcgical ur,
to own 83 the e€ven Rlverg Hil1, Unit ap
1,920.,00
240,00
» ZEC 0
639.84
639,
246, 31
87,80
917,9
912, 2
632, 8g
.on
20. 00
-




The proposed test program of two wells to tesat the upper
portion of the San Andres formation or to a depth of 3000 feet is
deemed acceptable.

The form of agreement substantially follows the standard
form including modifications necessary tc meet the requirements of
the State of New Mexico and to confarm with Public Law 555 (68 Stat.
585) and Executive Order No. 10557 (19 F.R., 5655). Other modifica-
tions heretofore approved for the San Juan 25-2 unit agreemsnt bave
also been {ncluded. The proposed form will be acceptable {f altered
a8 indicated by red pencil. One copy so marked is returned berewith,
one copy is being furnisbed the 01l and Gas Supervisor, and ons copy
is retained,

In the absence of any objections not now apparent, s duly
executed sgreemant identical with the above sentioned form will be
approved if submitted within s reasonable psriod of time. However,
notice is bersby given that the right is reserved to deny approval
of any exscuted agreement submitted which, in my opinion, does not
bave the full comxditment of sufficient lands to afford effective
control of unit copersations., When ths executed agreement is trens-
mitted to the Supervisor for spproval, include the latest status of
all Federal acreage showing the current record owner of all leases,

Very truly yours,

-~ 4
/MM /M Om_Aein
bciing pirector

Enclcosure
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PHONKS: MAIN 2-3230

FOSTER MORRELL

PETROLEUM CONSULTANT
NicksoN ROTEL BUILDING
- ROSWELL, New MEXiCo

February 26, 1957

Mr. A. L. Porter, Jr.

0il Conservation Commisaicn
P. 0. Box 871

Santa Fe, New Mexico

Re:

Desr Mr. Pcrter:

Transud tted berewith is a copy of

Sevei: Rivers Hills Unit
Eddy County, New Mexico

Or MAIN 2.0420

the proposed undt agreement

Py

for the Seven Rivers Hills Unit Ares, Eddy County, New Mexico, with
Exhibits "A" and "B" attached. Wilshire 0il Company of Texas is the

unit cperator,

The Acting Director, U. S, Geological Survey, by letter dated
December 4, 1956, copy attached, designated 10,995.38 acres of langd in

T. 20 S., B. 26 E., and T. 21 S., R. 25 E., NM.P.M,, a3 a logical unit
tc be known as the Seven Rivers Hills Unit Area, and spproved the form

of unit agreement.

wilshire 01l Company of Texas hereby respectfully raquestc

tie approval of the unit agresment by the 0il Conservation Comnmission

of New Mexico, and for such purpose pelitions said Commissin {0 enter

this case on the dockei for the regular n=ariny on March 1/, 1957,

[

tor an examiner hesring to ba held on or aboub thet date, wnichever is

preferable or more convenlent to you,

Very truly yuucs,

wILSHIRE OIL CCMPANY OF TiXAS

/a3 By,

Enclosures

ce/ Mr. Clyde N. Stone

Wilshire 0L Compuny of Texas

"<

Teggett Building
Midland, Texas

o
el

Ny
for)
%

—

Foswer Mbrrell
Its Representative
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UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY
WASHINGTON 3. 1 ¢.

pec 1 W36
Y, Cester Yorrell, apert i ) '
Ailstire Zil Cempar v 0 Teves
o Oy Loa B33
Toswell ) "av Mexico

hefererce is made (o yowr applicetion of October 24, 1956,
filec with the 031 urnd Gas Supervisor, hoswell, lew Vexico, requesting
desigratior of 1G,995, 7 ecres ir Eddy Couw:ty, 'ew Mexico, as logically
subject to expleratior ard developmert w.der the unitizatior provisions
of the Mirersl leesirg Act, es smerded. Refererce is alsc made to the
three copies of a proposec form of agreement filed with the applicetion
for preliminuary spproval,

Pursuert tc the reguletions of December 22, 195C, 3C C,F.R.,
26,3, the following described land is design.ated &s & logicel wniy,

-

to be laown &s the Severn Pivers Hills unit areet

Ky

Section 191 Tets 3,4, SwEd pilgyd spl 400,04
Ssetiors X, «i, <21 Al 1,920,00
Secilon 2Ty N, WGl 240,00
Sectiors 27, Xy ALl 1,220,00
Sectior 201 Icots 1,2,3,4, Sl V} (al1) 639, 24,
Sectize 31t Iots 1,2,3,4, Sy, £ (&11) 63%. %,
Sectiovrs 3z, 3317 ali 1,270,000
T ~a OF Uege
SecUitr 3t Lots 1,%,4,5,02,13, .f."fs,:_:» 246,31
Jectin Ay lot U 276,50
Jeetd 1 Int 1 917.92
Suotioa b: o Lo 5 G12,27
Seetin S 632,84
Secting 1 600,00
seetin o) 20,00
soelioyg :\1

il a2
10,995.48

Dt ARFLY REPER TO:
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T™e proposed test program of two wells to test the upper
portion of the San Andres formation or to a depth of 3000 feet is
deemed acceptable.

oo vad

The form of agreement substantlially follows the standard
form including modifications necessary 1o meet the requirements of
the State of New Mexico and to conform with Public Law 555 (68 Stat.
585) and Executive Order No. 10557 {139 F.R., 56%5). Other modifica-
tions heretofore approved for the San Juan 25-2 unit agreement bave
also been included. The proposed form will be acceptable if altered
as indicated by red pencil. One copy so marked is returned berewith,
one copy 18 being furnished the 01l and Gas Supervisor, and one copy
is retained.

o tHR G

[

brreomsr s

In the absence of any cbjecticns not now apperent, & duvly
executed agreement identical with the above mentioned form will be
approved if submitted within a reascaable period of time. However,
notice is bhereby glven that the right is reserved to deny approval
of any executed agreement submitted -rhich, in my opinion, does not
bave the full coowitment of sufficient lands to afford effeciive
control of unit operations. When the executed agreement is trens
mitted to tbe Supervisor for approval, include thes latest status o
81l Federali acreage zhowing the current record owner of all leases.

Yery truly yours,

Asting Director

Enclosure
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SEVEN RIVERS HILLS PROSPECT

PRE-PERMIAN WELLS

DEEP

EDDY COUNTY, NEW MEXICO

Oll ‘v‘;’ell
Xt Gas Well

= 4 Miles

1

Scale:

<$- Abandoned Well

- Proposcd Unit Boundary




NITOAREIYNT
SEVEN RIVERSG HILLS UNTT ARYA

FIDY COUNTY, NEW MEXICO

Prel!imingry Recitals . , e e e e e
Section 1 - Enadbling Act aud chulat‘oxs e e e e e e
Section 2 - Unit Ares e e e e e A © 6 e e e e .
Section 3 - Unitized land and Lﬂiti‘ > SUbbt&) WS h e e
Section 4 - Unit Operator . . « o ¢ v o o v 6 v v 6 4 v v 4 s
Section 5 - Regignation or Reomoval of Unit Operator . . . . .
Section 6 - Succesgsor Unit Operator . . . . . . e e
Section 7 - Accounting Provisions and Unit Ope*u'*nb Agreemant
Section 8 - Rights and Obligations of Unit Cperator , . . .
Section 9 - Drilling Tu Discovery . . . . . 2 e e s
Section 10 ~ Fign of Further Development and Ow“"u'iwﬂ e e
Section 11 - Participation After Discovery . . . . .« . . . .
Section 12 - Allocation of Production . . . . e e s

Section 13 - Development or Operation of #wn-Purt cipating
lLand or Formstiona and Drilling of ¥ells Not
Mutuslly Agreed Upon . . . . . + . v o 0. .
Section 14 - Royalty Setilement . . . . . . ¢ o ¢ o v v 4 v
Section 15 - Rental Settlement . . . . . . ¢ ¢ ¢ ¢ o ¢ ..,
Section 16 = Comservation . . . . . . . ¢ o v v 0 0 e e
Section 17 - Drainsge ., . . . . . P e s e e e s
Section 18 -~ Leases and Contracts Conformed and Extended . ., .
Section 19 - Covenants Run With Land . . . . . + &« + 4 « . . .
Section 20 ~ Effective Date and Term . . . . v « ¢« &« « « « &
Section 21 ~ Rate of Prospeciing, Development, and Production
Section 22 - Conflict of Supervision . . . . . « « v + « « '
Section 23 ~ ApDpEATABNCES . ¢« v v 4« + 4 s 8 oa x4 s e e s s
Section 24 - Notices . . . s e e e v e s e e e e
Section 25 = No ¥Waiver of Ce**a*n Rights . . . . . . . .., ..
Sectiun 26 - nmavoidable Delsy . . v v v v v b s e e e e e
Section 27 = Falr Employwent . . . v &+ « &« v o 0 0 .. 4
Section 28 - loss of Title . . . . . e e e
Section 29 - Non-~Joinder and Subaequert Joinder e e e e s
Section 30 - Counterparts . . . v .« v v ¢ v v 0 v 4 e s e e s
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UNLI'T AGREEMENT
FOR 'THE DEVELOPMENT AND OPERATION
OF THE SEVEN RIVERS HILLS UNIT AREA
COUNTY OF EDDY
STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the day of ,
195__, by and between the parties subscribing, ratifying or consenting hereto,
and herein referred to as the "partiés hereto, "

WITNESSETIH:

WHEREAS, the parties hereto are the owners of working, royalty or other
oil and gas interestis in the unit area subject to this agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437,
as amended, 30 U.S.C. Sec. 181 et seq., authorizes Federal lessees and their
representatives 1o unite with each other, or jointly or separately with others,
in collectively adopting and operating a cooperative or unit plan of development
or operation of any oil or gas pool, field, or like area, or any part therecf,
for the purpose cof more properly conserving the natural resources thereof when-
ever determined and certified by the Secretary 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 (Chapter 88, Laws 1943) to consent to
end approve the development or operation of lands of the State of New Mexico
under this agreement: angd

WHEREAS, the 0i1 Conservation Commission of the Siate of New Mexico
is authorized by an act of the Legislature (Chapter 72, Laws 1935, as amended
by Chapter 193, Laws of 1937, Chapter 1656, Laws of 1941, end Chapier 163, Laws
of 1949) to approve this agreemeni and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interestis in the Seven
Rivers Hills Unit Area covering the land hereinafter described to give reason-
ably effective control of operations therein; and

WHEREAS, it is the purpose of +inhe pariies hereio to conserve natural
resources, prevent waste, and secure other benefits oblainable through devrelop-
ment and operation of the area subject to ithig agreement, under the terms, con-
ditions, and limitations herein set forih;

VOGN, TIEARFORE, in consideration of the premises and Lhe promises nerein

coniatrod, e nnriias herebo commit Lo this agrecment tnely roopeoiive Toierents
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in the below=detined unll rren, and apree geverally amone themselves ou
follows:
1. ENABLING ACL AND REGULALLOUS
The Mincral Leasingg Acl off Febraary 29, 1920, as amended, supra, and
all valid pertinent regulations, incelwdiing: operating and Qnit plan regulations,
heretofore issued therecunder or valild pertinent and reasorable regulations here-
after issued thereunder arc accepted and made a part of this agreement as to
Federal lands, provided such regulations are not inconsistasnt with the terms of
this agreement; and as to non-Federal lands, the oil and gas operating regula-
tions in effect as of the effective date hereof governing drilling and producing
operations, not inconsistent with the terms hereof or ihe laws of New Mexico are
hereby accepted and made a part of this agreement.
2. LINIT AREA.
The following-described land is hereby designated and recognized as

constituting the unit area:

Acres

Scetion 19: Lots 3,4, S3NEX, ESSwL, SE: 400.04
Sections 20, 21, 22: All 1,920.C0
Section 27: NW&, WiSNE 240.00
Sections 28, 29: All 1,280.00
Section 30: lots 1,2,3,4, Eivi, E% {all) 639.84
Section 31: Lots 1,2,3,4, E3Ws, E5 (al1) 639. 8¢,
Sections 32, 33: All 1,280.00
Township 21 South. Bange 25 Fast

Section  3: Lots 2,3,4,5,12,13, NwgSlz ) 246,31
Section 4+ Lots 1 through 16, S¥i, N3SEE, SWEsKE: 876,80
Section  5: Lots 1 through 16, S5 (all) 917.98
Scction 6 Lots 1 through 18, E3S¥E, SEF {(all) 918.27
Section  7: Lots 1,2,3,4, Eiws, ES (211) 638,88
Section  &: N5, SWE, NISEE, SWESEL 600,00
Section 91 MENWE 4 80.02
Section 18: Lots 1,2,3,4, EENWE, WiNpi: 317,92

Total 10,995.88

Exnibit "A" atiached hereto is a map showing ihe unit ares and the
boundaries and identity of iracts and lezges in said area to the sxient Xnown to
tne it Operator. Exhibit "B" attacned hereto is a scheduic showing to ithe ex-
tent nown to the Unit Operator the acreave, vpercentage, and Xind of ownership
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"B shall be oreviced by thie Hni b Operator whenever changes in lhe unit sres

render such vevision necegsary, or when requested by the 0il and Gas Supervisor,
hereinufter referred Lo ms "Supervisor,” or wheu reguested by the Commissioner

of pPublic Lands of the State of New Mexico, hereinafter referred to as "Commis~
sioner," and not less than six copies of the revised exhibits shall be filed with
the Supervisor and copies thereof shell be filed with the Commissioner and the

New Mexico Q11 Conservatlcn Commission, hereinafter referred to as the "Commission.”

The above-described unit area shall when practicable be expanded to
include therein any additionsl tract or tracts regarded as reasonably necessary
or advisable for the purposes of this agreement, or shall be contracted to ex-
clude lands not within eny participating area whenever such expansion or con-
traction is necessary or advisable to conform with the purposes of this agreemeni.
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 Geologiezl Survey, hereinafter referred to a&s "Director,"” or on demand of
the Commissioner, after preliminary concurrence of the Director, shall prepsare

a notice of proposed expesnsion or contraciion describing the contemplated changes
in the bourdaries of the unit area, the reasons therefor, and the proposed ef-
fective date thereof, preferably the firgt day of a month subsequent to the date
of notice.

{b} Said notice shall be delivered to the Commission, the Commis-
sioner, and the Supervisor, and copies thereof mailed 1o Lhe last known address
ot each working interest owner, lessee, and lessor whose interests are affected,
advising that thirty days will be allowed for submission to the Unit Operator
of any objections.

1 )

(¢) Upon expiration of the 30-dasy period provided in the preceding
item {b) herecof, Unit Operator shall file with the Commission, ine Commissioner,
and the Supervisor evidence of mailing of the rolice of expsnsion or contrac-
tion and a copy of any objections tnereto which have been filed with the Urit
Operator, together with an application in sufficient nwuber, for approval of
such expsnsion or coniraction, and with appropriate jolindezrs.

{d}) After due consideration of all pertinent information, the expon-
sion or contraction shall, uvon spvroval by the Comrvission, the Commissioney, and

4

the Director, wecoms effcctive =5 of the date prescribed in the nolice ithereof.
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(¢) All legal subdivisions of unitized lands (i.c., 40 acres by Covern-
ment survey or its nearest lot or tract cquivalent in instances of irregular sur-
veys, nhowever, unusually large lots or tracts shall be considered in multiples
of 40 acres, or the nearest aliquot equivalent thercof, for the purpose of elimin-
ation under this subsection), no parts of which are entitled to be in a partici-
pating area within five years after the first day of the month following the
effective date of the first initial participating area established under this
unit agresment, shall te eliminated automatically from this agreement, effective
as of the first day thereafter, and such lands shall no longer be a part of the
unit area and shall no longer be subject to this agreement, unless at the ex-
piration of said 5-year pericd diligent drilling operations are in progress on
unitized lands not entitled to participation, in which event all such lands shall
remain subject hereto for so long as such drilling operations are continued dili-
gently, with not more than 90 days' time elapsing between the completion of one
such well and the commencement of the next such well, except that the 11~ allowed
between such wells shall not expire earlier than 30 days after the exp.- iicr
any period of time during vhich drilling operations are prevented by a ma
beyond the reasonable control of Unit Operator as set forin in the section herc.
entitled "Unavoidable Delay"; provided that all legal subdivisions of lands not
in a participating areas and not entitled to become participating under the ap-
plicablie provisions of this agreement within 7 years after said first day of the
month following the effective date of s=2id first initial participating ares shall
be eliminated as above specified, etermination of creditable "Unavoldabtle
Delay" time shall be made by Unit Operator and subject to approval cf ihe Com-
missioner and the Director. The imit Cperstor shall, witnin 90 daye after Lhe
effective date of any elimination nercunder, describe the area so climinatad
to the satisfaction of the Commissioner and the Director and promplly nolify all
parties in interest.

If conditions warrani extension of the 7-yesr period specificd in
this subsection 2{e), a single extension of not to exceed 2 yesrs uwy Lo hecon-
plished by consent of ithe owners of 90% of the current unitized working intercostis
and 60% of the currort unitized basic royalty intercehs (oxciusive of Lies brusic

royalty Iinterests of ine United Statcs), on o total-nonparticipabimrs ocrayn
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basis, respectively, wiiln apuroval of the Comend onreoand Lo D cun IR
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vided such cwsension appnieniion foootioml o wu e ponaiocions o il G
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fe) ALl iegol subdivisions of wnlticed lando (i.2., 40 acres by Govern-
mert survey or its nearest lot or tracl eogiivaleni in Instances of irregular sur-
veys, however, unusually large lots or iracts shall be consldered in multiples
of 40 acres, or the nearest aliquot equivalert thereof, for the purpose of elimin-
ation under this subsection), no parts of which are entitled to be in a partici-
pating area within five years after the first day of the month following the
effective date of the first initial paruicipating area established under this
unit agreement, shell be eliminated automatically from th;s agreement, effective
as of the first day thereafter, and such lands shall néﬁlonger be a part of the
unit area and shall no longer be subject to this agpéement, unless at the ex-
piration of seid 5-year pericd diligent drilling ?gerations are in progress on
unitized lands not entitled to participation, igjwhich event all such lands shall
remain subject hereto er so long as such dri}iing cperations are continued dili-
gently, with not more th&p 90 days! time elgésing between the completicn of one

! /
such well and the commencefjent of the nexj'such well, except that the time allowed

‘
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between such wells shall nof, expire ear;ier than 30 days after the expiration of

any period of time during whigh drill?,ig operaticns are prevented by a matter

&

beyond the reasonable control Un?% Operator as set forth in the section hereof

I

entitled "Unavoidable Delay®; pr&vided that all legal subdivisions of lands not

P

in a participating area and notfé itled to become participating under the ap-
plicable provisions of this agﬁéemeﬁ¢ within }Q_years after said first day of
the montn following the effeéfive da€§ of said first iuitial participating area
shall be eliminated as aboyé specifiedfﬁ‘Determination of creditable "Unavoidable
Delay" time shall.be made By Unit Operatéy and subject to approval of the Com~
migsioner and the Director. Tne Unit Oper;tor shall, within 90 days after the
effective date of any elimination hereunder,'describe the area so eliminsated
to the satisfaction of the Commissioner and the Director and promptly notify
all parties in interest,

If conditions warrant exiension of the 10-year period speciifiled in
this subsection 2{¢), a single extension of not to exceed 2 vears may be accom-

blished by consent of the owners of gQ% of the current unitized worxing Interesis

and 605 of the curreni unitized basic royalty interests (exclusive of the basic

in
Q
e
)
@
ot
(=]
ol

royalty interests of the United States), on a total-nonparti

basis, respectively, witn appreval of *the Commissioner and ihe Director, pro-
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vidad such extension application ls submitted to itre Cortissioner and Lne




Director not latcr than €0 days prior to the expiration of seid 7-year
poriod.

Any expansion of the unit area pursuant to this section which embraces
lands th - ‘zrore eliminated pursuant to this subsection 2{») shall not be con-
sidered automatic commitment or recommitment of such lands.

3. INLTIZED LAND AND UNITIZED SUBSTANCES.

A1l land committed ito this agreement shall constitute land referred o
herein as "un.tized land"™ or "land subject to this agreement." 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. INLI QPERAIOQR..

Wilshire 0il Company of Texas, a Delawsre corporation with offices at
Midland, Texas, 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 Uhit Operator acting in that capacity and not as an
éwner of interest in unitized substances, snd the term "wocking interest owner!
when used herein shall include or refer to mit Operztor as the owner of a work-
ing interest when such an interest is owned by it.

5. BESIGNATION R REMOVAL OF UNIT OPFRAIOR.

mit Operator shall have the righ® to resign af any time prior to the
establishment of a partieipating 2rco or aress bereunder, 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

S

a period of six monins after notice of intention to resign uas been served by

Unit Operator on sll working interest owners and the Commission, the Commlssioner,
and the Director, and until all wells then drilled hereunder are placed in a
satisfactory condition for suspension or ibsndonmeoat whichever Is required by

the Supervisor as to Federsl lands and by the Commission as to other lands, un-
less a new Unit Operator shall have bmen selectod and approved awnd shall have
taken over and assumsd the dutics snd obligstiong of it Operaver prior to ithe
expiration of said pericd.

init Operstor gnasll rwve the right Lo vesigs in Ve wonnoy and suo-

Juet to like limitations as above provided at nny time o participaring aron

i
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Director not later than 60 days prior te the cxpiration of said 10-year
period.

Any expansion of the unit arca pursuant to this section which embraces
lands theretofore eliminated pursuant to this subscetion 2(e) shall not be con-
sidered automatic commitment or recommitment of such lands.

3. INITIZED LAND AND UNITIZED SUBSTANCES.

A1l land committed to this agreement shall constitute land referred to
herein as "unitized land”" or "land subject to this agreement.” All ©¢’l and gas
in any and all formations of the unitized land are unitized under the terms of

this agreement and herein are called "unitized subsltances.™

4. UNIT OPERATOR.
Wilshire 0il Company of Texas, a Delaware corporation with cffices at
AN

Midlangd, Texas, is heﬁepy designated as Unit Operator and by signature hereto
as Unit Operator agreesxand consents to accept the duties and obligations of Unit
Operator for the discovery, development, and production of unitized substances
as herein provided. Whenever reference 1Is made herein to the Unit Operator,
sueh reference means the Unit Opérator.écting in that capacity and not as an
owner of interest in unitized substandés, and the term "working interest owner"
when used herein shall include or refér to Unit Operator as the owner of a work-
ing interest when such an interest is owned by it.

5. RESIGNATION OR REMOVAL QF UNIT OPERATO.

Unit Operator shall nhaye Lue right‘to reoion 2t any time prior to the
establishment of a participating area or areas hereunder, but such resignation
shall not become effective so &s to release Unit Operator from the duties and
obligations of Unit Operator and termirate Unit Operator's rignts as such for
a pericd of six months after notice of intention to resign has been served by
Unit Operator on all working interest owners and the Commission, the Commissioner,
and the Director, and until all weclls then drilled nereunder are placed inoa
satisfactory condition for suspension or abandorwnent whichever is reguired by
the Supervisor as to Federal lands and by the Commission as Lo olher lands, un-
less a new Unit Oporaior snall have boen seleclod and approved and snoll nnve
taken over and assumed the dulics and obligations of Unit Cperatlor prior Lo the
cxpivetion of said pericd.

Unit Cperator snall have the richi to resign in like mannor and sub-

oot Lo ke Minltaticns co above providedd ab any tins a pariieipnting ares
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established hereunder Is in existence, provided, that such voairnalion shall not
release Unit Operator from anv liability for any default by it hereunder occur-
ring prior to the effective date of its resignation,

The Unit Operator msy, upon default or failure in the performance of
ite duties or oblipations hercunder, be subject to removal by the same percent~
age vote of the owners of working interests determined in like manner as herein
provided for the sclection of a new Unit Operator. Such removal shall be effec-
tive upon notice thereof to the Commissioner and the Director.

At any time for any reason whatsocever there is no Unit Operator, until
8 successor Unit Operator is selected and approved as hereinafter provided, the
working interest owners shall be joinily responsible for performance of the
duties of Unit Operator, and shall not later than thirty days before such resig-
nation or removal becomes effective appoint a common agent to represent them in
any action to be taken hereunder.

The resignation or removal of Unit Operator under this agreement shall
not terminate its right, title, or interest as the owner of a working interest
or other interest in unitized substances, but upon the resignaiicn or removal
of Unit Operator becoming effective, such Unit Operator shall deliver possession
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 operations hereunder.
wWoilhlng nerein snalt pe construed as authorizing removal of any material, equip-
ment and sppurtenances needed for the preservation of any wells,

6. SUCCESSOR UNIT COPERATOR.

Whenever the Unit GOperator shall tender his or ifts resignation as Unit
Operator or shall be removed as hereinabove provided, the owners of the vorking
interests in the participating area or areas according to tneir respective acre-
age interests in suen participating arca or areas, or unitil a verticipating arca
shall have been established, the owners of the working intercsis accordin: fo
their respective acreage interests in 211 unitized land, shall by majoriiy vote
select a successor Unit Operator; Provided, That, 17 a majority vul loss Loan
seventy~{ive percent of the working interests qualified 1o votlo are ouned by one
varty to tndo avreewont, o concireing vole of ono or more addillonnd zoriins in-

terest owners shall be reauired to seleet a new operator.  Sueh oolestion shwll
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not beeon effeclive ottt (a) 0 Yot Operator o ceteeted shall accept in writing
Lhe doties wed resporsibiliticos off Dol Operator, and {b) the selection shall
have been approved by the Commicoloncer and the Director. If no successor Unit

Operator is seleeted and qualified gu herein provided, the Commissioner and the

Pl

Director bt their election mway declare thiu unit arreoment terminated,

7. ACCOUNTING PROVISTONS AND UNIT OPERATING AGREEMENT,

Costs and expenses incurred by Unit Operator in conducting unit oper-
ations hereunder shall be paid and apportioned among and borne by tiie owners of
workinem interests, all in accordance with the agreement or agreements entered
into by and between the Unit Operator and ithe owners of working inlerests, whether
one or more, separately or collectively. Any agreement or agrecments, cntered
into between the worxing interest owners aund 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 snall also provide ihe manner In which
the working interest owners snall Le entitled to receive their respective pro-
portionate and allocatied share of the benefits accruing hereto in conformity
with their underlying operating agreements, leases, or other independent con-
tracts, and sucn other rights and obligations as between Unit Operator and the

-+

working interest cwners as may be agreed ugon by Unit Operator and the workiny
interest owners; nowever, no such unit operating agreement shall be deemed either
to modify any of the terms and conditions of this unii arrcemenit or to raelieve

the Unit Operator of any right or obligation established under this unlt agreement,
and in case o1 any inconsisiency or couliichy towween the unit agrgement and ihe
unit operating agresment, this unit agreement snall prevail, Taree true copiles

of any unit operating agreement exoccuted pursuant to this section should be flled

witin the Supervisor prior ito approval of itais unit agreement by the Direcuor.

J. RIGHTS AND OBLIGATICNS OF UNIT OPFRAIOR,

‘

sweoept as othervige speeifically provilded nersin, ihe exclusive right,

.

Csiag oany oand all righiis of Lhe parties hersto whica

vrivilege, and duly of

are nccessary or convenient for prospecting for, producing, storing, allocatbln,

and distrivuting the vnitiszed substances are horeby delegeled Lo and shall be
exercised by tne Unit Onerator as nerein provided. Accaptadble evidence of title

to said vignts srall bte deposited with said nit Operator, and togelher with

shaill conaniiute and defing tne vioniz, privilosoe., art ooli-

vations of Unit Opera.or. Yothing peresin, howcver, snall be constirusd Lo transfer




Litie Lo any land or lo uny leage or operating agreement, it beling understood
that wder this agrecment the Unit Operator, in its capacity aa Unit Oporator,
shall exerclse the rights of possession and use vested in the parties hereto
only for the purposes herein specified.
9. DRILLING TO DISCOVERY,
Within six months after the effective date herecf, the Unit Operator

‘s——.»‘ -

shall btegin to drill an adequate test well at a locatlon approved by the Super-

~ g B -

visor if on Federal land or the Commiséion if on State or patented land, unless
on such effective date a well is being drilled conformably with the terms hereof,
and thereefter continue such drilling diligertly until the upper portion of the
San Andres formation has been tested or until at a lesser depth unitized sub-
stances shall be discovered which can be produced in paying quantities (to-wit:
quantities sufficient to repay the costs of drilling, and producing operations,
with a reasonable profit) cr the Unit Operator sheli 2t any time establish to
the satisfaction of the Supervisor if on Federal land or the Commissioner if on
State land or the Commission if on patented land that further drilling of said
well would be unwarranted or impracticable, provided, however, that Unit Cpera-

tor shall not in any eventi be required to drill said well to a depth in excess

e ———— et = = e s - ad
of 3000 feet. Wwithin ninety days following completion of the aforesaid initial
USRS e i L .. . . .

test well upon the unit area, Unit Cperator shall commence the drilling of an

additional well and shall thereafter continue drilling operations thereon-to
sdfﬁzfg;;;;ES;rg;.depth at a location selected by Unit Cperator and approved by
the Supervisor if on Federal land or the Commission if on State or patented
land, so spaced within the unit area as to determine so far as may be practi-
cable the preoductive acreage in the §§nvAndres and shallower formations under-

lying said unit area. Until the discovery of a deposit of unitized substances

capable of being produced-in paying quantities, the Unit Cperator shall continue

drilling diligently one well at a time, allowing notb more than six months be-

tween the completion of one well and the beginning of the nexti well, until a
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well capable of producing unitized substances in paying quantitie
to the satisfaction of said Supervisor, or until it is reasonably proved that
the unitized land is incapable of producing unitized substarces in paying guan-
tities in the formations drilled hereunder. HNothing in this section shall be

deomed to 1imit tne right of the il Cperator to rosipn o nrovided In Scetion

5 hereof, or as veauiring Unit Cperator to commonce or continue any drilling
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during the period pending such resignation becoming cffective in order to comply

with the requirements of this section. After completion of the two test wells
mentioned above, the Director may modify the drilling requirements of this sec-
tion by granting reasonable extensions of time when, in his opinion, such action
is warranted.

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

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION,

Within six months after completion of a well capable of producing uni-

tized substances in paying quantities, the Unit Operator shall submit for the
approval of the Commission, the Commissioner, and the Supervisor an acceptable
plan of development and operation for the unitized land which, when approved by
the Commission, the Commissioner, and the Supervisor, shall ceonstitute the fur-
ther drilling and operating obligations of the Unit Cperator under ihis agree-
ment for the period specified therein. From time to itime before the expiration
of any existing plan, the Unit Operator shall submii for the approval of ths
Commission, the Commissioner, and the Supervisor a plan for an additional speci-
fied 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 diligent drilling necessary fcor determination of the
area or areas lherecf capadle of producing unitized substances in paying quan-
tities in each 2nd every productive formation and shall be as complets and ade-
quate as the Commission, the Commissioner, and the Supervisor may determine to
be necessary for itimely development and proper conservation of the oil and gas
resources of the unitized arca and shall (a) speeify the number and locations
of any wells to be drilled and the proposed order and time for suech drilling;
and (b) to the extent practicable specify the operating practices regarded as
necessary and advisable for proger cousecrvaiion of natural resources. xparate
plans may be submitied for secparate produclive zones, subject to ine approval of
the Commission, the Commissioner, and the Supervisor. Said plan or plans shall
be modified or supplcemented wivn ncecsssey Lo nmeel  changed conditions or Lo
protect ithe intevesis of all partics Lo ‘his agreement.  Reasonable dilisencs

Lo s . . C Dy s . e o Cn
stati vo oxercicod o ocorolyine wity the obticailons of e approved plan of

-~
-

oven Bivers P llo Undtb Agroenonl - bace

N




development. The Commissioner and the Supervisor are suthorizsed Lo peant o ccuson-
able extenslion of the six-month period herein prescribed for submission of an
initial plan of development ‘where such action is Justified because of unusual corn--
ditions or circumstances. After completion hereunder of a well capable of pro-
ducing any unitized substance in paying quantities, no furtiier wells, except suci
as may be necessary to afford protection against operations not under this agree-
ment or such as may be specifically approved by the Commission, the Commissioner,
and the Supervisor, shall be drilled except in accordance with a plan of develop-

ment approved as herein provided.

11. PARTICIPATION AFTER DISCOVERY

Upon completion of a well capable of producing unitized substances in
paying quantities or as soon thereafier as required by the Commissioner or the
Supervisor, the Unit Operator shall submit for approval by the Commission, the
Commnissioner, and the Director 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 Commission, the Commissioner, and

the Director to constitute a varticipating area, effective as of the date of com-

pletion of the well, or the effective

later. Sald schedule 8also shall set
to be allocated as nerein provided to

area so established, and shall govern

area shall be established in like mammer for =ach separate

unitized substances or for any group thereof produced as a

and any two or more participating

wlth the consent of ithe ovwners of all

participating areas so Lo be combined, on approvel of tne Coumission, tne

sioner and the Director. The

oy 42 T
paruidl

bacome

areas so established may

date of this unit agreement, whichever is
forth the percentage of unitized substances
each unitized tract in the participating
ine allocation of production from ard after
s effective. A separate participating

pool or deposit of

ingle pool or zong,
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compinesd into one

ce
working interests in the lands within the
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pating area or areas £o established shall
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of the month iu which is oblained the knowicdpe or information on which such reo-
visien 16 predicaled, provided, however, that a more appropriste effeelive date

may be used 1 justiified by the Unit Crherator and approved by the Director., No

lund shall be cxcluded from a purticipating area on account of depletion of the

unitized substances.

It is the intent of this section thet a participating area shall rep-
resent the area known cor reasonably estimatied to be productive in paying quanii-
ties; but, regardless of any revision of the participating area, nothing herein
contained shall be construed as requiring any retroactive adjustment for pro-
duction obitained prior to the effective date of the revision ot the participating
area,

In the absence of agreement at any time between the Unit Operator and
the Commission, the Commissioner, and the Director as to the proper definition
or redefinition of a participating area, or until a participating ares has, or
areas have, been established as provided herein, the portion of all payments af-
fected thereby may be impounded in a mammer mutually acceptable to the owners of
working interests, except royalties due the United Siates and the State of New
Mexico, which shall be determined by the Supervisor and the Commissioner and the
amount thereof deposited as directed by the Supervisor, and the Commissioner,
respectively, 1o be held as unearned money until a participating area is finally
approved and then applied as earned or returned in accordance with a determina-
tion of the 'sum due as Federsl and State royaliy on the basis of such approved
narticipating area.

Whenever it is determined, subject to the approval of ihe Sugcrvicor
as to wells on Federal land, ihe Comalssioner ag to wells on State land, and the
Commission as to patented lani, that & w211 drilled under this agreement is not
capable of production in paying quantities and inclusion of the land on which i1
is situated in a participating area 1s unwarranted, produciion from suecn well,
for the purposes of seitlement among =1l parties cther than working interest

owners, shall be allocated 1o the land on wid

suchn land is not within a participating a:

Q3

from which sucn production is obtained. Seitlement for worxing interesi benefits

s

from suech a well shall be made as provided in ihe unii oporating




12. AT F PRODUCLTLION

All unitized substauncces produced from cach participatingr arca estab-
lished under this agreement, except any part thereof used In conformity with
good operating practices within the unitized area ror drilling, operating, camp
and other production or development purposes, for repressuring or recycling in
accordance with a plan of development approved by the Commissian, the Commis-
sioner, and the Supervisor, or unavoidably iest, shall be deemed to be produced
equally on the acreage basis from the several tractis of unitized land of the

articipating area established for such production and, for the purpose of deter-

e

mining any benefitis accruing under this agreement, each such tract of unitized
land shall have allocated to 11 such percentage of said production as the number
of acres of such itract included in said participating area besrs to the total
acres of unitized land in said participating area, except that allocation of
production hereunder for purposes other than for settlement of the royalty, and
overriding royalty, shall be on the basis prescribed in the unit operating agree-
ment whether in conformity with the basis of allocation herein set forin or other-

wise. It is hereby agreed that production of unitized substances from a partici-

pating 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 produced from one participating area is used for repressuring or recyeling
purposes in ancther participating areas, the first gas withdrawn from such last
mcentlioned narticipating 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 zas shall be allocated 1o th

M

varticipat-

—

ing area from which initially produced as constituted at the time of such fina
production.

13. DEVELOPMEMT OR OPERATION OF NOW-PARTICIPATING IAnD OR FORMATIONS AND

DRILLING OF WELLS NOT MUTUALLY AGRERD UPON,

Anvy party or parties hereto owning or conirolling the working interssis
or a majority of the working interezts in any unitized lanl having tnhereon a

o

regylar well location may, with ihe approval cf the Supervisor as to Federal land,

or the Commission as to State land and privatelv-ownad land, and subject o ine

provisions of the unit operating agreoment, ol guch parly's sole risk, cost and

oxpense, drill a well Lo ilest any formation for wileh a pariticipsiing arca has

ol weon established or Lo tont any formoiion for wrlell a pariiolinalinon arog nouo
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been established if such location is not withbin said participating area, or drill
any well not mutually agreed to by all interested parties, unless within nlunety
days of receipt of notice from said party of his intention to drill the well the
Unit Cperstor elects and commences to drill such well in like manner as other
wells are drillied by the lnit Operator under this agreement.

If any well drilled as aforesaid by a working interest owner results
in production such that the land upon which it is situated may properly be in-
cluded in a participating area, such participating area shall be established or
enlarged as provided in this agreement, and the party or parties paying the cost

of drilling such well shall be reimbursed as provided in the unit operating agree-

ment for the cost of drilling such well, and the well shall thereafter be operated
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 pro-
duction in quantities insufficient to justify the inclusion in a participating
area of the land upon which such well is situated, such well may be cperated and
produced by the party drilling the same subject to the conservation reguirements
of this agreement. The royalties in amount or value of production finm any such
well shall be paid as specified in the underlying lease and agreements affezcted.

14. ROYALTY SETTLEMENT,

The United States and the State of New Mexicco and all royalty owners
who, under exlsting contracts, are entitled to take in kind & sharc ¢f the suh-
stances now unitized hersunder produced fromw any tract, shall heresfier be en-~
titled to the right to take in kind their share of the unitized substancss al-
located to such tract, and Unit Operator, or in case of the oporation of a well
by a working interest owner 4s herein in speclal cases provided for, such work-

ing interest cwner, shall made delivering of Iuen royalily share taken in xind in

3o

conformity with the applicable ceoutracis, laws, and rceguikaiions.  Scitlewment fer

royalty interest not Zakxen in xind shall be made by oworking interest ouners
responsible therefor urnder eoxisting corntracts, lavs, aund regulations, on or te-
fore the last day of <zoh rontn for uniticood swoiuneon protiesd during the
vreceding calender month; orovided, however, inatl noialny orela conlained shsll
operate Lo roliers ine sy Lard e f : ! INEEY :
for tio voywerd of aoy coveities due vrder thole Joenooo,
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If gas obtained from lands not subjezt to this agreement is introduced
into any participating area of the lands being operated hereunder, for use in
repressuring, stimulation of production, or increasing wWltimate recovery, which
shall be in conformity with a plan first approved by the Commission, the Commis-
sioner, and the Supervisor, a like amount of gas, after settlement as herein
provided for any gas iransferred from any other participating area and with due
allowance for loss or depleticn from any cause, may be withdrawn from the for-
mation into which the gas was introduced, royalty free as to dry gas, but not
as to the products exiracted therefrom; provided that such withdrawel shall be
at such time as may be provided in the plan of operations or as may otherwise
be consented to by the Commission, the Commissioner, and the Supervisor, as con-
forming to pgood 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
cperating 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 les 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 accordance
with the operaling regulations as though each participating area were a single

consclidated lease.

Royalty due on account oI State and wrivascly-cwned lande shall he com-

puted and paild on the bvasis of all unitized substances allocated to such lands,

15, RENTAL SETIT.EMeNT,

fental or minimum royaliies due on leuses committed hereto shell o

vaid by working inlerost ocwners responsible therefer under existing contracts,

lavws, and rovulations, vrovidcd tnat nothing nerein contained shall cperate o
relieve the lossoes of any Gand fron thelr respective lease ooligaticne for ihe

pavinent of any vrontal or minimuwm royally in lieuw thereof duc under ithelir leases.

Rentzl or minimim rovaliy or lands of' tne lniied Stetes cubject Lo ithis agroe-
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States unless sueh rental or minimum royeliy is walved, suspended, or reduced by

Lav or by epproval of tno Socretary or Lis auly aulloriscd roprosooiniive,
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Rentals on State of New Mexico lands subjeei Lo this agreemeni shall
be paid at the rales specified in the respective leascs.

With respect to any lease on non-tederal land, i and when committed
to this agreement, containing provisions which would iterminate such lease un-~
less drilling cperations were within the time therein specified commenced upon
the land r~overed thereby or rentals paid for the privilege of deferring such
driliin, »>r2rations, the rentals required thereby shall, notwithstanding any
¢" <. vrovision of this agreement, be deemed 1o accrue and become payable dur-~
i the terms thereof as extended by this agreement and until lhe required drill-
ing operations are commenced upon the land covered thereby or some portion of
such land is included within a participating area.

16. CONGERVATION.

Operations hereunder and production of unitized substances shall be con-
ducted to provide for the most economical and efficient recovery of said sub-
stances without waste, as defined by or pursuant to State or Federal law or regu-
lation.

17. DRAINAGE,

The Unit Operator shall take appropriate and adequate measures 1o pre-
vent drainage of unitized substances from unitized land by wells on land not sub-
Jeet to this agreement, including wells on adjacent unit areas, or with the consent
of the Dirveector or {ht Cowulissioner, respectively, pursuant to applicable regi-
lations pay a fair and reasconable compensatory voyzlty as determined by the
Supervisor for Federal lands or as approved by the Comnissioner for Stote lends,

18. LEASES AND COYIRACIS COUFQRLED AND EXTENDED.

Tne terms, conditions, and provisions of all lieases, subleases, and
other contracts relating to exploration, drilling, developmant, or operation for
01}l or gas of lands comnitied to this agreement are hereby expressly modified
and amended Lo the oxtent necessary 1o moke the same conform to the provisicns

rercof, bul otherwise to remaln in full foree and offect; and the psriies nercto

5 1
. ) Y

uereby concent btinl the Soerelary go Lo Foders) Tesses and the Comnlssionzr as

to Stale leases shall and each oy bis approval btercof, or by L aporoval nrreof

by nis duly aulhorizsed roprosealabive, dosg weoby ostainlish, altor, cniago, or

revors Lhe drilling, producing, vental, wisninoon royalty, and voyally roguieo~

mons of Federal and Slate leasss comwnd Liod norobo and Lhe eooulastions Lrooooosroe!
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thereto to conform said requirements to the provisions of this agreement, and,
without limiting the generality of the foregoing, all leases, subleases, and

contracts arc particularly modified in accordance with the following:

(a) The development and operation of lands subject to this agreement

under the terms hereof shall be deemed full performance of all cbligations for
development and operation with respect to each and every part or separately-owned
tract subject te this agreement, regardless of whether there is any development
of any particular part or tract of the unit srea, notwithstanding anything to the
contrary in any lease, operating aproement or other contract by and between the
parties hereto, or their respective predecessors in interest, or any of them.

(b) Drilling and producing operations performed hereunder upon sny
tract of unitized lands will be accepted and deemed to be performed upon énd 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 situated on the
land therein embraced.

{(c) Suspension of drilling or producing operaticns on all unitized
lands pursuant to direction or consent of the Secretary and the Commissioner,
or their duly authorized representatives, snall be deemed to eonstitute such
suspension pursuant to such direction or consent as to each and every tract of
unitized land.

(@) Each lease, sublease or contract relating to the exploration,
drilling, development or operation for oil or sas of lands other than those of
the United States, committed to this agreemsnt, which, by its terms mignt ex-
pire prior to the termination of this agrcemont, is nereby extended beyond any
such term so provided therein so tnat it shall be continued in full forece and
effect for and during the term of this agreemeont; vrovided, however, cach such
lease, sublease or contract, where nol alresdy oxb-ovled by production, shall only
be extended in the event unitized subsiances arve cupable of being produced from
some part of the lands embraced in zuen leass cowminbed to this sgrecment, or

some part of said lands are committed to o participating orea prior to the

Fo

expiration of the primary term of suech lease, sublease or contraclt, Termination
of this agreement shall not affect any loage which, vursuant Lo the terms thereof

or applicable law, shall continue In full foree and offecl thereaiter,
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Abey,

(¢)  Any Federal leaue for a fixed term of twenty yonrs or any » onewal
thereof or any part of such leuage which o made subjeet to this apreement shall
continue in forece beyond tihe term provided therein until the termination 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 lease re-
mains subject hereto, provided, that production is had in paying quantities under
this agreement prior to the expiration date of the term of such lease.

(f) Each sublease or contract relating to the operation and develop~
ment of unitized substances from lands of the Uhited States committed to this
agreement, 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) The segregation of any Federal lease committed to this agreement
is governed by “he following provision in the fourth paragraph of Sec. 17(b) of
the Act of February 25, 1920, as amended by the Act of July 29, 1954, (68 Stat.
583,585): ™MAny (Federal) lease hereafter committed to any such (unit) plan em-
bracing lands that are in pert within and in part outside of the area covered

by any such plan shall be segregated into separate leases as to the lands com~

mitted and the lands not committed as of the effective date of unitization; pro-
vided, however, that any such lozse as to ke nonunitized portion shall continue

in force and eifect for the term therecof bui for not less than tvwo years from
the date of such segregation and so long thercaftier as oil or gas 1s produced
in paying quentities,"

(h) Any lease embracing lands of the State of New Mexico having only
a portion of its lards commitied hereto, shall be segresated as to the portion
committed and the portion not comaitted, and the terms of such lease shall appls
separately to such segregated portions comrencing as of ihe effective dete hercofl.
Provided, nowever, rotwithstanding any of the provisions of inis ayrecement to
the contrary, any lcase embracing lands of Lne State of tow Moxico nuving only a
vortion of its lands counnibted verolo shnll conbinue in full force and effect
veyond the term provided ihercin as to a1l lands embraced in such lease, 1f

unitized substances are discoverad and are capable of being produced in paying

(A% o




continued in full foree and effect for and during the term off Lhe underlbying

lease as such term is herein extended.

(g) The segregation of any Federal lense committed to this agreement
is governed by the following provision in the fourth paragraph of Sec. 17(b) of
the Act of February\25, 1920, as amended by the Aet of July 29, 1954, (68 Stat.
583, 585): "Any (Feéégal) lease hereafter committed to any such (unit) plan em~
bracing lands that are\‘ part within and in part outside of the area covered
by any such plan shall be\ﬁfgregated into geparate leases as *o the lands com~
mitted and the lands not coaeitted as offfhe effective date of unitization; pro-
vided, however, that any such\lease as to the nonunitized portion shall continue
in force and effect for the tera_thereof but for not less than two years from
the date of such segregation and ég long thereafter as oil or gas is produced

":

in paying gquantities.” .

(h) Any lease embracingzlgnds of the State of New Mexico, which is
made subject to this agreement, shall ;qntinue in force beyond the term provided
therein as to the lands committed heretokgntil the termination hereof, provided,

however, termination of this agreement sh;21 nct affeet any such lease which
pursuant to the terms thereof or applicable%;aw shall continue in full force and
effect thereafter. ‘

(i) Any lease, other than a Federél lease, having only a portion of
its lands committed hereto shall be segregated as to the portion commitied and
the portion not committed, and the provisions of such lease shall apply sepa-
rately to such segregated portions commencing as of the effective date hereof.
In the event any such lease provides for a lump-sum rental payment, such payment
shall be prorated between the portions so segregaved in proportion to the acre-
age of the respective tracts. Provided, however, rotwithstanding any of the
provisions of this agreement to the contrary, any lease embracing lands of the
State of New Mexico having only a portion of its lands committed hereto shall
continue in full force and effect beyond the term provided therein as to all
lands embraced in such lease, 1f unitized substances are discovercd and are cap-
ablc of being produced in paying gquantities from seme part of the lands embraced
in such lease, or from g well spacing unit defined or approved by the Comndosion
including some part of the lands embraced in suech lease, cormiiti:d to this agree-
renb, or if production in paying gquantities is belng produced frowm somo part of

the lands embraced in such lease outside this unil arcy, al the expiration of
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quaniitics from some part of the lands embraced In such lease committed to this
agreement at the expiration of the secondary term of such lease; or if, at the
expiration of the s~condary term, the lessee or the Unit Operator is then engaged
in bona fide driliing or reworking operaticns on some psrt of the lands embracced
in such lease, the same as to all lands embraced therein shall remain in full
force and effect so long as such operations are being diligently prosecuted, and
if they result in the production of unitized substances, said lease shall con-
tirue in full force and effect as to all of the lands embraced therein, so long
thereafter as unitized substances in paying quantities are being produced from
any portion of said lands.

19.  COVENANIS RUN WITH LAND,

The covenants herein shall be construed to be covenants running with
the land with —espect to the interest of the parties heretc and their successors
in interest until this agreement terminates, and any grant, transfer, or convey-
ance, of interest in land or leases subjuct hereto shall be and hereby is con-
ditioned 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 bind~
ing upon the Unit Operator until the first day of the calendar month after Unit
Operator is furnished with the original, photostatic, or certified copy of the
inatrument of transfer. |

20, EFFECTIVE DATE AND TERM.

This agreement shall become effective upon approval by the Commissioner
and the Director, or thesir duly authorized representatives, as of tae firat day
of the month following approval by the Director and shall remain in effect until
July 1, 1960, and so long thereafter as unitized substances can be produced in
raying quartities, i.e., in this particular instance in quantities sufficient to
pay for the costs of producing same from wells on unitized land within any partici-
pating area establisbod nerounder and, should production cease, so long therecaflter
as diligent operations are in progroess for the restoration of production or discovery

of new production and so long ituercafter oo the uniiised subslances oo discovered can

bo produced as aforcsaid, or 1t is terminatod ng heretofore provided in this agreement.
This agrecarmt nay be terminntod ol ey Uine by nol 1oos oo oovonty-
flue onorcnnt, on an scerowre Lusis, of b owners of sorking inberegto slonnlory




the secondary term of guch lease; or if, at the expiration of the sceondary torm,
the lesyee or the Unit Operator is then engaged in bona fide drilling or rework-
ing operations on some part of the lands embracsd in such lease, or on a well
spacing unit defined or approved by the Commission including some part of the
lands embraced in such lease, the same as to all lands embraced theroin shall re-
main in full force and effect so long as such operations are being diligently
prosecuted, and if thpy result iIn the production o[ unitized substances, said
lease shall continue fh full force and effect as to all lands embraced therein,
\

and so long thereafter a&hunitized substances &h paying quantities are being
produced from any portionvof said lands, ‘

19. COVENANIS RUN RITH 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 terminates, and any grant, transfer, or convey-
ance, of interest in land or leases subject hereto shallibe’énd hereby is con~-
ditioned upon the assumption of all privileges and obligations hereunder by the
grantee, transferee, or other sucéessér in interesv. No assignment or transfer
of any working interest, royalty, or other interest subject hereto shall be bind-
ing upon the 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, FEFECTIVE DATE AND TERM.

This agreement shall become effective the first day of the monih fol-
lowing appreval by the Direcior or his duly authorized representiative and shall
repain In effeet untill July 1, 1960, and so long thereafier as unitized substances

can be produced in paving quantities, i.e., in this particular instance in quanti-
P 3 s I

ties saffiecient to pay for the costs of producing same from wells on unitiged
Tang within anv pariicivating aresd osiablished hereunder and, should production
ceasa, o long thercatfs as i ent operaticns zre in progress f£for the resto-
ration of preduction or discovery of new production and so long thereaiter as
the unitized substances so dizcoversed can be produced as aforesaid, or it is
terminated as heretofors provided v inis agrecment.

nis agrzemsnt wsy be terminated st sny time by not less than seveniy-

Vi porcont, onoan soresce basia, of tne osnors of worxing irderests signatory




herelo, with the approval of the Commissioner and the Director; notice of any
such approval to be given by the Unit Operator to all parties hereto.
21. TE_OF PROSPECTING, DEVELOPMENT, AN DUGTION,

A1l unit production and the disposal thereof shsll be in conformity
with allocations, allotments and quotas made or fixed by any duly authorized
person or regulatory body under any Federal cor State statute. The Director is
hereby vested with authority to alier or modify from time to time, in his dis-
ereticn, the rate of prospecting and development and within the limits made or
fixed by the Conmission to alter or modify the quantity and rate of production
under this agreement, suech authority being hereby limited to alteration or modi-
fication in the publiic interest, the purpose thereof and the public interesi to
be served ihereby to te stated in the order of alieration or modification; pro-
vided, 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 prospeciing and develap-
ment in the absence of the specific written approval thereof by the Commissioner
and as to any lands of the State of Neﬁ Mexico or privately-owned lands subject
to this agreement as tc the quantity and rate of produection 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 fifteen days from notice.

22. CONFLICT OF SUPERVISION,

Neither the Unit Operator nor the working interesi owners nor any of

1.

them shall he subject to any forfeiturz, termination or expiration of any rights

hereunder or under any leases or contracts subjecet hereto, or to any penelty or

2z

liability on account of delay or failure in whole or in part to comply with any

2

applicable provision thereof ito the extent that the sala Infl Cpervator, working

interest owvners or any of them arce hindeved, delayod or ited from complying
Lhwerew it by reason of failure of tne Init Coerator Lo obtain, in e ousroedo
of dus 4iligenee, the concurrence of proper reprosoniativos af bt bed States
ard wroper repressniatives of the sStoic of o MoxToo Tooosnd aboal s meillons
or tniag concorning which it iz required nercin bhnt omileh cunenrroncs be ob-
tained.,  oone scariics Loroto, Taoluiine b SR NSRRI TN Ll nll powers and
aulborily voeowrd 3y bhe CommiosTon Tnooni o ny oany coevicions of this contract are
saled Toohne Coombonion vl oonnt ool Gy T ueganny Lo L provisions
: SRR R




of the laws of the Stute ot New Mexico and subject in any casce to appeal or
Judicial reviow uu mwy now or hereafter be provided by bthe laws of the State of
New Mexico.

23. APPE BN

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 the Commission and to appeal from orders issued
under the regulations of saild Department and/or Commission or to apply for relief
from any of said regulations or in any proceedings relative to operations before
the Depariment of the Interior, the Commission, or any other legally constituted
authority; provided, nowever, 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 reguired hereunder 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, ad-
dressed to such party or parties at their respective addresses set forth in con-
nection 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 send-

ing the notice, demand or statement.

25. NO WAIVER OF CERTAIN RIGHTS.

Nothing in this agreement contained shall be construed as a waiver by
any partv here*o 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 there-
under in any way affeciing such party, or as a walver by any such party of any

right beyond his or its authority to waive,

26. UNAVOIDABLY DELAY,

]

Lrh oobligations under this agreement requiring tne Unit Operator io
commence or continue driliing or to operate on or produce uniiizcd subsiances
from any of tne lands covered by thig cgrocrment shall boe guspended wnile, but
only sc long zs, the Unit Coerator despite the exerciso of duc ezre and diligence
is prevented from complying with such obligations, in wnole or in pari, by

strikes, acts of God, Modewsl, Siaie, or municlpal law or agencies, unavoldable

accidents, uncontrollable delays in Lransporilation, inability to obtain necessary

s,
vt




materials in open market, or other mattcers beyond the reasonable control of the
Uni’ Operator whether similar to matters herein enumerated or not.
27. FAIR EMPLOYMENT,

In connection with the performance of work under this agreement, the
Unit Operator agrees not to discriminate against any employee or applicant for
employment because of race, religion, color, or naticnal crigin. The aforesaid
provision shall include, but not be limited to, the following: employment, up-
grading, demotion, or transfer; recruitment or recruitment advertising, layoff
or termination; rates of pay or other forms of compensaticn; and selection for
training, including apprenticeship. The Unit Operator agrees to post hereafter
in conspicuous places, available for employees and applicants for employment,
notices to be provided by ihe contracting officer setting forth the provisions
of the nondiscrimination clause.

The Unit Operator agrees to insert the foregoing provision in all sub-
contracts hereunder, except subcontracts for standard commercial supplies or
raw materials.

28. 10OSS OF TITLE,

In the event title to any tract of unitized land shall fail and the
true owner cannot be induced to Jjoin in this unit agreement, so that such tract
is not fully committed to this agreement and the operation thereof hereunder
becomes impractical as a result thereof, such tract shall be automatically re-
garded 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 royzlty, 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 Federal land and State land or leases, no payments of funds due the
United States or the State of Hew Mexico should be witnneld, but such funds of
the United States shall be deposited as directed by the Supervisor, and such
funds of %the State shall be deposited as directed by the Commissioner, to be held
as unearned rorey pending final settlerent of the title dispute, and then applied
as earned or returned in accordance with such final settlement.

Unit Cperator as such is relieved from any regponsibility for any de-

or faiture any title hereunder.
fect fail of any tiile heresunder




29.  NON-JOINDER AND SUBSEQUENT JOIMNDER,

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. Any such tract not so with-
drawn shall be considered as unitized, and any necessary adjustments of royalty
occasioned by failure of the royalty and record owner to join will be for the
account of the corresponding working interest owner. Any oil or gas interests
in lands within the unit area not commitited hereto prior to submission of this
agreement for final approval may thereafter be committied 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 subscriding to the unit
operating agreemeni. Joinder to the unit agreement by a working interest owner,
at any time, must be accompanied by appropriate joinder to the unit operating
agreement, if more than one committed working interest cwner is involved, in
order for the interest to be regarded as effectively committied to this unit agree-
ment. After operations are commenced hereunder, the right of a subsequent joinder,
as provided in this section, by a working interest owner is subject ito such re-
quirements 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
ovner committed hereto and respensible for the payment of any benefits that may
accrue hereunder in behalf of such non-working interest, Joinder by any owner
of a non~working interest at any time must be accompanied by appropriaite joinder
by the owner of the corresponding working interest in corder for the interest to
be regarded as effectively commitited hereto. Except as may otherwise herein be
provided, subsequent joinders to this agreement shall be effective as of the

irst day of the month following lhe f£iling with the Commissioner and the Super-
vigor of duly exccutaod countorparts of all or any papers necessary Lo establish
effective commitment of any tract to ithis agreemsnt unless objection Lo such
Jolnder Ts duly made within sixty days by the Dirccior or the Commissicner,

SU. COUNTERPARTS,

Phaa s aproeomoent ) Lo oXecuued 1n4n

7 rumoer of counltorpariy, nc one

cf wnieh needs Lo ve executssd by all eartics or may be ratified or consented to
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by separate instrument in writing specifically referring hercto 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 regardless of whether or not it i{s executed by all
other parties owning or claiming an interest in the lands within the above-

described unit ares.

IN WITNESS WHEREQF, this unit agreement is executed by the undersigned

parties hereto as of the dates set opposite their respective signatures.

UNIT OPERATOR AND WORKING INTEREST OWNER

WILSHIRE 011, CCMPANY OF TEXAS

Date: By

Vice President
ATTEST:

Assistant Secretary
Leggett Building
Midland, Texas

OTHER WORKING INTEREST C&NERS

CARPER DRILLING COMPANY

Date: By

President
ATTEST:

Secretary
200 Carper Building
Artesia, New Mexico

SINCLAIR CIL & GAS COMPANY

Date: By

Viece Prasident
ATTEST:

Assistant Seeretlary
Sinclair Building
Tulsn, Oklohonn

s
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PHILLIPS PETROLEUM COMPANY

By

Date:
Vice President
ATTEST:
Assistant Secretary
Bartlesville, Oklahoma
Date: By
Vice President
ATTEST:
Assistant Secretary
Date:
Address: Paul Q. Sergant
Witness:
OTHER PARTIES
pate:
Address:
Witness: PermiteRi-Piatt
Date:
Address: Paul Childress

witness:

Date:

Address:

witness: _

Date:

Address:

aeven Rivers HiLls Unit Asrcement - Page 24
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P. O. BOX 933 PHONES: MAIN 2.5230
ORrR MAIN 2.0420

; A
o FOSTER MORRELL

o PETROLEUM CONSBULTANT

/ ., NICKSON HOTEL BUILDING

AR )3 RosweLL. New MExico

October 8, 1957

Mr, A. L. Porter

Secretary and Director

New Mexico 0il Conservation Commission
P. 0. Box 871

Santa Fe, New Mexico

Re: Seven Rivers Hills Unit Agreement
Eddy County, New Mexico

Dear Mr. Porter:

On September 27, 1957, the Acting Director of the Geological
Survey approved the Seven Rivers Hills Unit Agreement embracing 10,995.88
acres of land in T. 20 8., R. 2J E., and T. 21 8., R. 25 E., N.M.P.M,,
Eddy County, New Mexico. This agreement is designated by the Department
of Interior as Contract No. 14-08-001-3900 and is effeciive as of
October* 1, 1957.

An executed counterpart of the approved Unit Agreement and
Unit Operating Agreement for the Seven Rivers Hills Unit Area is filed
herewith for your records pursuant to Section 5 of the Commission's
Order No. R-973, dated April 5, 1957, in Case No. 1224.

wilshire 011l Cuwpany ol Teads, Leggell Building, Midlard, lexas,
is designated under these agreements as the Unit Operator.

Very truly yours,

Foster Morrell

FM/as
Enclosures

cce: Mr, Clyde N. Stone
Wilshire 011 Company of Texas
Leggett Building
Midland, Texas
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UNI'T AGREEMENT
FOR THE DEVELCOPMENT AND OPRRATLON
OF THE SEVEN RIVERS HILLS UNIT AREA
COUNTY OF EDDY
STATE OF NEW MEXICO

NO. A -oR- 2. s3ae

THIS AGREEMENT, entered into as of the Zsmday of M,

195;ZJ by and between the parties subscribing, ratifying or consenting hereto,

and herein referred to as the "parties hereto,"

WHEREAS, the parties hereto are the owners of working, royalty or other
0il and gas interests in the unit area subject to this agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437,
as amended, 30 U.S8.C. Sec. 181 et seq., authorizes Federal lessees and their
representatives to unite with each other, or jointly or separately with cthers,
in collectively adopting and operating a cooperative 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 when-
ever determined and certified by the Secretary of the Interior io be necessary
or advisable in the public interest; and

WHEREAS, the Cummisgsioner of Public lands of the State of New Mexico
is authorized by an act of the Legislature (Chapter 88, Laws 1943) to consent to
and approve the development or operation of lands of the State of New Mexico
under this agreement; and

WHEREAS, the 0il Conservation Commission of ihe State of New Mexico

e

is authorized by an act of the Legislature (Chapter 72, laws 1939, as amended

by Chaviter 193, Laws of 1937, Chapter 1656, Laws of 1241, and Chapier 168, Laws

of 1949) to approve this agreement and the conservation provisions hereof; and

VHEREAS, the parties hereto hold sufficient interestis in the Seven
Rivers Hills Unit Area covering the land hercinafier described to give reason-
ably effective control of operations therein; and

WHEREAS, 1t is the purpsse of the parties hereto to conserve natural
resources, prevent waste, and sccire obher benelitls obuainsgble hroush devolon-
ment and operation of the area subject to ihis agreerent uader the termsg, con-
ditiorg, and lirmitations herein ool fortng

HOY, THEREFORE, in consideration of the premises and the promises herein

ey U - it A ert o
» oroopoebive lnterests

corttained, the partics nereto commii, to thio arroeponi Lho
b




in the bolow-definnd unil qrea, and agerec severally among themselves as
follows:
1, EUABLING AQLI_AUR BECULALIONS .
The Mineral leasing Act of February 25, 1920, as awended, supra, and
211 valid pertinent regulations, including operating and unit plan regulations,
heretofore issued thereunder or valid pertinent and reasorable repulations here-
after issued thereunder are accepied 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 regula-
tions in effect as of the effective date hereof governing drilling and producing
operations, not inconsistent with the terms hereof or the laws of New Mexico are
hereby accepted and made a part of this agreement.
2. INIT
The following-described land is hereby designated and recognized as
constituting the unit area:
New Mexico Principal Meridian

Township 20 b, Ranege 2€ Fast
Acres

Soction 19: Lots 3,4, SENEE, ESSWE, SEF 400.04
Sections 20, 21, 22: All 1,920.C0
Section 27: WwWg, WSyE 240,00
Sections 28; 29: All ) 1,280.C0
Section 30: Lots 1,23,4, E3w:, B {all} 639.34

Section 31: Lots 1,2,3,4, E3WS, B3 [all) 639.8,,
Sections 32, 33: A1l 1,280.00

Jownship 21 South. Range 22 Fast

Section  3: Lots 2,3,4,5,1e;13, Nykavt 245.31
Seetion 4 Lots 1 through 16, Ski. MSSEZ, SiESE: 376,20
Scetion 5+ Lots 1 througn 16, S5 {all) 917.98
Section 6 lLots 1 5 SEE (a1l) 918.27
Section 7+ Lots 1,2,3,4, 1) 535,88
Seetion  &: uE, Sig, U €Q0.00
Section 9. MNiNWF \ _ 80.00
Section 18- lots 1,2,3.4, BENWi, WANE: 317,82
Total 10,995.38
Fxnibic "A" aitsched hercto Is 2 map showing ine unii ares and the

i1d arca o tns oxtent Moo to
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"B oshall be reviged by the Unit Opcreior whenever chanpes in the unit area
render such revislon necessary, or when requested by the 0il and Gas Supervisor,
hereinafter referred to as "Supervisor,' or when requested by the (Commissioner
of Publlic Lands of the State of New Mexico, hereinafter referred lo as "Commiu~
sioner," and not less than six copies of the revised exhibits shall be filed with
the Supervisor and copies thereof shall be filed with the Commissioner and the
New Mexico 011 Conservation Commission, hereinafter referred to as the "Commission.
The above-described unit area shall when praciticable be expanded 1o
incluwde therein any additional tract or tracis repgarded as reasonably necessary
or advisable for the purposes of thls agreement, or shall be contracted to ex-~
clude iands not within any participating area whenever such expansion or con-
traction is necessary or advisable to conform with the purposes of this agreement.
Sueh expansion or contraction shall be effected in the following manner;
‘&) Unit Operator, on its own motion or on demand of the Director of
the Geological Survey, hereinafier referred to as "Director,”" or on demand of
tne Commissioner, after preliminary concurrence of the Director, shall prepare
neoes o0 oD d expereion oy coawrretion desceribing the contemplated changes
i Yoocgordcries of the oL i "2 1essore therefor, and the proposed ef-

i 22t 2y of a month subsequent to the date

r\l
o
v
<
v

fective Jate + - -7

of notice.

{b) Saic no “:U w1 divesod to the Coumission, the Commis-
sioner, and the Supervia a i o 2 o2reaf walled to the la~f known address
of each working interest . , isoo v lemssor wes: Lliterests are affecied,
advising that thirty days 0 Cor suomleslon to che Unit Gperator
of any objections.

¢y Upon expirst -z opoerioad proqiled in the preceding
Prem (b)) heeroof, Unit Oper o o Tmrias o, bhe Lommiouioner,
il the Supervisor evidenes ' T ¢ wxpansion o cordlrae-
Lion and o copy of any objec. A S R s LA S TS BN A S R AT
Uporator, losetner witn an & : “nosufficient s e, for snproval ol
Gueh cxpsteion or contracti. ' myortate Joloer

fdY  After due cc . riiren Tofeecation, 7 cunin-

Ton or conLesetion snall; , i ¢ ,
1 Dieoctor, vocomz ofTer oL : Of
Soven M V1l Uit




(e) A1l legal subdivisions of unitized lands (i.e., 40 acres by Govern-
ment survey or its nearest lot or tract equivalent in instances of irregular sur-
veys, however, unusuglly lsrge lois or tracts shall be considered in multiples
E of 40 acres, or the nearest aliquot equivalent thereof, for the purpose of elimin-
ation under this subsection), no parts of which are entitled to be in a partici-

pating area within five years after the first day of the month following the

effective date of the first initial participating area established under this
unit agreement, shall be eliminated automatically from this agreement, effective
as of the first day thereafter, and such lands sng'l no longer be a part of the
unit area and shall no longer be subject to this sgreement, unless at t.e ex-
piration of said 5-year period diligent drilling operations are in progress on
unitized lands not entitled to partieipation, in which event all such lands shall
remain subject hereto for so long as such drilling operations are continued Gili-
gently, with nct more than 90 days' time elapsing between the completion of one
such well and the commencement of the next such well, except that the iime allowed
between such wells shall not expire earlier than 30 days after the expiration of
any period of time during which driliing operations are prevented by a matter
beyond the reasonable control of Unit Operator as set forth in the section hereof
entitled "Unavoidable Delay"; provided that all legsl subdivisions of lands not
in a participating area and not entitled to become participating under the ap-

plicable provisions of this agreement within 7 ysars after said first day of the

ronth following the effective date of said first initial participating area shali
be eliminated as above specified. Determination of creditable "Unavocidable
Delay" time shall be made by Unit Operator and subject to approval of the Coum-

5 missioner and the Director. The Unit Operaztor shall, within 90 days after the
effective daty of any elimination hereunder, describe the area so eliminated
to the satisfaction of the Commissioner and the Director and promptly notify all
parties in interest,

If conditions warrant extension of the 7-yezr period specified in

this subseetion 2{e), a2 single extension of not to exceed 2 ycars may be accom-
plisned by consent of the owners of 90% of ine current unitized working interests

and 60% of the current unitized basic royalty interests {exclusive of the basic

royalty Iintercsts of Lhe Unlled Shailsos), on o Ltowsi-nonparticlpiting--acreago
basgis, respeetively, with approvel of the Commissionzr and the Divector, pro-
vidod siuerh cxtbonsion aonilention is gubribicd to the Domndssionor and Lno

Seven Rivers Hillo Unib Sococoont - Papge 4
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Director not laicr thun 60 days prior to the expirstion of sald V-year
period.

Any expansion of the unit area pursuant to this section which embraces
lands theretofore eliminated pursuant to this subseclion 2{e) shall noi bhe con-
sidered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNJITIZFD SUBSTANCES.

A1l l1and committed to this agreement shall constitute land referred to
herein as "unitized land" or "land subject to this agreement." 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. INIT OPE

Wilshire Oil Company of Texas, a Delawsre corporation with offices at
Midland, Texas, 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 referesnce 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, srd the term "working interest owner®
whnen used herein shall include or refer to init Operstor as the owner of a work-
ing interest when such an interest is owned by it,

5. RESIGNATION OR BEMOVAL QF UNIT OPERATOR.

init Uperator snail have tne rigni (o resigu at any tiwe prlor O the
establishment of a participating area or areas hereunder, but such resignaiion
shall not become effective so as to release Unit Operator {rom the duties and

obligations of Unit Operstor and terminate nit Operator's rignts as such for

a period of six months after notice of intention to resign hias been scerved by

Unit Operator on all working interest owners and the Commnission, the Commissioner,

and the Director, and until ail wells then drilled heresunder are placed in a

o

satisfactory condition for suspension or abandonment whichever is reguired by
the Supervisor ss to Federsl lands and by the Commission as to other lands, un-
less a new Unit Operator shall have been selected and approved and shzll have
taken over and assumaed the dutias and obligations of imit Operaior prior to the
expiration of saic poricd.

Init Operastor shimll hove the ripgat

to reaton in Vi wnner and sub-

[ 9
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established hereunder is in existence, provided, that such resignation shall nect
release Unit Operator from any liability for any defavlt by it hereunder occur-
ring prior to the effective date of its resignation.

The Unit Operator may, upon default or failure in the performance of
its duties or obligations hercunder, be subject to removal by the same percent-
age 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 effec-
tive upon notice thereof to the Commissioner and the Director.

At any time for any reason whatscever there is no Unit Operator, until
a successor Unit Operator 1s selected and approved as hereinafter provided, the
working interest owners shall be Jjointly responsible for performance of the
duties of Unit Operator, and shall not later than thirty days before such resig-
natinn or removal becomes effective appoint a common agent to represent them in
any action to be taken hereunder,

The resignation or removal of Unit Operator under this agreement shall
no* terminate its right, title, or interest as the owner of a working interest
or other interest in unitized substances, but upon the resignation or removal
of Unit Operator becoming effective, such Unit Operator shall deliver possession
of all equipument, 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 operations hereunder,
Notning nerein shall be consirued as authorizing removal of any material, equip-
ment and appurtenances nezded for the preservation of any wells.

©. SUCCESSOR UNIT OPERATOR.

“henever the Unit Operator shall tender his or its resignation as Unit
Operator or shall be rewoved as hereinabove provided, the owners of the working
interests in the particivating srea or areas according to their respective ascre-
age interests in such pariicipating area or areas, or untlil a pariticipatiin:g avea

shall have beer established, the ovners of the working interesis accordin: to

their respective acreage intereste in all unitl land, snhall by majority vole

select a successor Unit Operator; Provided, That, 1f a majority but less than

o~

ffled 1o vot2 are ownod

seventy-five percert of inoe vorsing Dibuerois aual
party to talo avrecwonl, & coneurriag vole of one or more additicnal working in-

ey

Lorent onpoen nnnl e pogulced to oo leeh o ew operalor. Suen solection zhall



not become cffective uatil (a) o Unit Operatvor so wselected shull accept in writing
the duties and responsibilities of Ualt Operator, and (b) the selection shall

have been approved by the Commissioner and the Director. If no successor Unit
Operator is selected and qualified as herein provided, the Commissioner and the
Director at their election may declare this unit agreement terminated.

7. ACCOUNTING PRQVISIONS AND UNIT OPERATING AGREFMENT.

Costs and expenses incurred by Unit Operator in conducting unit oper-

ations nereunder shall be paid and apportioned among and borne by the owners of
working interests, all ia sccordance with the arreement or agrecmenis entered

into by and between the Unit Operator and tihe owners of wvorking interests, whether
one or more, separately or coliectively., 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 uniti operating agreement shall also provide the manner in which
the working interest owners shall be entitled to receive their respective pro-
portionate and allocated sirare of the benefits accruing hereto in conformity

with their underlying operating agreements, leases, or otiier independent con-

D

tracts, and zucs other T

5

obligations as between Unii Cperator and ihe

o

[oR

1ts an

[

working interesi 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 unii a’ reement or to relieve

tne Unit Operator of any rignt or obligation establisted under tnis unit agreement,

and in case of an

@
jout

v incongistency or coaflicti beiween the wn’t agreement and the

unit operating agrecment, this unii arsrecuont snall prevail.  Tar

e

[¢¥]

e irue copies
of any unit operating agreementl exsculed pursuant to this section should be filed

with t

Pt

e Supervisor prior to approval of ithis unit agreement vy the Director.

d. RIGHTS AND OBLIGATIONS OF UNMIT OPERATOR.

Execept ags speeificalls Lol aorein, the exclusive rignt,

privilege, anid auly Lo partics nersto whicu

2, otoring, allorating:,

are necoszary or conve

=ooars hereby deleelad Lo and snall be

and aistrivuting bt vnitisoa sussiance

cxercised vy ine Unlt Operator as uerein provided,  dceeplable evidence of tiile

to said Lz gqeposited with saild U0l Oooralor, and Loged with

this agreement, shall consiitute and define too eofchts, privilede., and obli-

gations of Undt Operator.  Lolniin peing, b e, anntl o bo consiouwel Lo Lransier
- L .
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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 {ecr the purposes herein specified.

9  DRILLING TO DISCOVERY,

Within six months after the effective date hereof, the Unit Operator
shall begin to drill an adequate test well at a location approved by the Super-
visor if on Federal land or the Commission if on State or patented land, unless
on such effective date a well is being drilled conformably with the terms hereof,
and thereafter coutinue such drilling diligently until the upper portion of the
San Andres formaition has been tested or until at a lesser depth unitized sub-
stances shall be discovered which can be produced in paying quantities (to-wit:
guantities sufficient to repay the costs of drilling, and producing cperations,
with a reasonable profit) or the Unit Operator shall at any time establish to
the satisfaction of the Supervisor if on Federal land or the Commissioner if on
State land or the Commission if on patented land that further driliing of said
well would be unwarranted or impracticable, provided, however, that Unit Opera-
tor shall not in any event be required to drili said well to a depth in excess
of 3000 feet. Within ninety days following completion of the aforesaid initial
test well upon the unii area, Unit Operator shall commence the drilling of an
additional well and shall thereafter continue drilling operations thereon to
said formation or deptin &t & location selected by Unit Operator and approved by
the Supervisor if on Federal land or the Commission if orn State or patented
land, so spaced within the unit area ag to determine so far as may be practi-
cable the productive acrcage in the San Andres and shallower formations under-
lying said unit area. Until the discovery of a deposit of unitized substances
capable cf being produced in paying guantities, the Unit Cperator shall continue
drilling diligently one well at a itime, allowing not more than six months be-

B3] Fal

tueen e completion of one well and the beginning of the rexl woll, until a
well copable of wproducing unitized substances 1n pavivg quantitice fo compleied

to the satisfaction of szid Supervisor, or until It is reassonably proved Lhal

tne unitized land ig incapnable of producing unitizod cubobancon Toounying gquio-
titiecs in the formations droilicd hereounder. lobthing in btois scelion shedll be
decmed to 1imit the rishi of wne UnlL Operaior bo rosivn oo orocided 1o Declion
5 nercof, or ag voguirving iniil Cusrator Lo comnmones or conbinwe any deilling
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during the period pending such resignation becoming effective in order to comply
with the requirements of this section. After cowpletion of the two test wells
mentioned above, the Director may modify the drilling requirements of this sec-
tion by granting reasonable extensions of time when, in his opinion, such action
is warranted.

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

10. PLAN OF FURTHER DEVELOPMENT AND OPERATICN,

Within six months after completion of a well capable of producing uni-
tized substances in paying quantities, the Unit Operator shall submit for the
approval of the Commission, the Commissioner, and the Supervisor an acceptable
plan of development and operation for the unitized land which, when approved by
the Commission, the Commissioner, and the Supervisor, shall constitute the fur-
ther drilling and operating obligations of the Unit Operator under this agree-
ment for the period specified therein. From time to time before the expiration
of any existing plen, the Unit Operator shall submit for the approval of the
Commission, the Commissioner, and the Supervisor a plan for an additional speci-
fied period for the development and operation of the unitized land. Any plan
submitted pursuant to this section shall provide for ithe exploration of the
unitized area and for the diligent drilling necessary for determination of the
area or areas thereof capable of producing unitized substances in paying quan-
tities in each and every productive formation and shall be as complete and ade-
quate as the Commission, the Commissicner, and the Supervisor may determine to
be necessary f{or timely development and oproper conservation of the coil and gas

resouvces of Lhe unilized arca and shall (a) specify the number and locations

of any wells Lo e drilled and the proposed order and time for such drilling;
and (b) Lo the vxblent practieable speeity Lhe oporating practices regarded ac
necessary and advisable ror progser conseronblon o natural rosources. Separate
plans may he submiticd for separate productive vonee  canbicst 1o the approval of

the Commission, the Commicsioner, and the Superviuor. Said plan or plans shall

be modified or supplemented when neenssury ' et changed conditions or to
proteet the interesis of all partics to tnis arrocment,  Heasonable diligence
shall be exercised in cormplyinz wils the oblietiony of tne zpproved plan of




development,  The Commissioner and the Supervisor are authorlced to prant o reaseon-
“ble extension of the six-month period herein preseritbed for submission of an
initisl plen of development where such acticn ls justified because of unusual con-
ditions or cireumstances. After completion hereunder of & well capable of pro-
dueing any unitized substance in paylng quantities, no further wells, except such
as may be necessary to afford protection against operations not under this agree-
ment or such as may be specifically approved by the Commission, che Commissioner,
and the Supervisor, shall bpe drilled except in accordance with a plan of develop-

ment 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 Commissioner or the
Supervisor, the Unit Operator shall submit for approval by the Commission, the
Commissioner, and the Director a schedule, based on subdivisions of the public-
land survey or aliquot parts therecf, of all unitized land then regarded as
regasonably proved to be productive of unitized substances in paying quantities;
all lands in said schedule on approval of the Commission, the Commissioner, and
the Director to constitute a participating area, effective as of the date of com-~
pletion of the well, or the effective date of this unit agreement, whichever is
later. Said schedule &lso shall set forth the percentage of unitized substances
to be allocated as nerein provided to each unitized tract in the participating
area so estallished, and shall govern the allocation of production from and after
the date the participating area becomes effeciive. A separate participating
area shall be esiablished in like manner for each separate pool or deposit of
unitized substances or for any group thereof preduced as a single pool or zone,
ard any two or more participating areas sc established may be combined into one
with the consent of the owners of all working interests in the lands within the
participaling aveas go Lo be combined, on approval of the Commission, the Commis-
sioncr and ine Director. 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 sesutt of furtner drilling operations or cotnerwise, to in-

v
1
Peg s

clnde additional land then regarded 2o reoagenebly proved io be productiy

paying guantities, or to exclude land then regarded as reasonably proved not to

e productive in vaying quantitics and the pereentage of allocatlion shall also

-

be revised accordingly. ‘The effective date of any revision shall be the first
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of the month in which s obtained the knowledpe or information on which sueh re-
vialon 1o predicated, provided, however, that a more appropriatce effeetive date

may be used 1f Justified by the Unit Operator and spproved by the Director, No

land shalt be excluded from u particlipating area on accowil of depletion of the

unitized substances.

It is the intent of this section that & participating srea shall rep-
resent the srea known or reasonably estim.ted to be productive in paying quanti-
ties; but, regardless of any revision of the participating area, nothing herein
contained 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 agreement at any time batween the Unit Operator and
the Commission, the Commissioner, and ithe Director as to the proper definition
or redefinition of a participating area, or uniil a participating areas has, or
areas have, been established as provided herein, the portion of all payments af-
fected thereby may be impounded in & manner mutually acceptable to the owners of
working interesis, 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 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 determina-
tion of the sum due as Federal and State royalty on the basis of such approved
participating area.

henever 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 agreement is not

is sltuated in a pariicipating area is unvwarranted, p

by

@

roduction from such well,

LR ey YA st R Y ey B SN ot 6 B ST Pl Fiygen e bl pyee o Drreaened
for ithe purposes of sotilement awong all partics other than worring fntorasy

ownrers, shall be aliocated Lo the land on which the well is loealed co long 8s

such larnd is not within a variicipating area eswablished [or tne pool or deposit

1 P

from whien suel production io ob

from stch a woll shell be mede as provided in ihe unli operating asrooement,




12, ALLOCATION OF PRODUCTION,

ALl unitived substances produced from each participeting arca ostab-

lished under this aprecment, excepl any part thereof used in conformity with
good operating practices within the unitized area for drilliny, operuating, camp
and other production or development purposes, for repressuring or reevelines in

accordance with a plan of develcpment approved by the Commlussion, the Commis-
sioner, and the Supervisor, or unavoidably lost, shall be deemed to be produccd
equally on the acreage basis from the several tracts of unitized land of the
participating area established for such production and, for the purpose of deter-
mining any benefits accruing under this agreement, each such tract cf 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, except that allocation of
production hereunder for purposes other than for settlement of the royalty, and
overriding royaliy, shall be on the basis prescribed in the unit operating sgree-
ment whether in conformity with the basis of allocation herein set forth or other-
wise. It is hereby agreed that production of unitized substances from a partici-
pating 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 produced from one participating area is usea 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 ihis agreement shall be
considered to be the gas so transferred until an amount equal to that iransferred
shall be so produced for sale and such gas shall be allocated to the participat-
ing area from which initially produced as constituted at the time of such final
production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING [, AND OR FORMATIONS AND

DRILLING OF WELLS NOT MUTUALLY AGREED UPCN,

Any party or parties hereto owning or controliing the worxing interests
or a majority cf the working interests in any unitized land having thereon s
regular well location may, with the approval of the Supervisor as 1o Federal landg,
or the Commission as to State land and privately-owned land, and subject to the
;

1 g1 T 3} ) tinog agracmant 4+ onvan bl o el o
provisions of fne unit onerating sgreemant, of zueh partyta sole rick  coct ond

expense, drill a well lo test any formation for which a participaling arca has

not beon esiablished or to tesgt any formation for which a variicipaiing arvcea oo
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been established if such locatlion is not within caid pavticipativg arca, or deill
any well not mutuelly asreed to by all ifoterested parties, unless wlithin ninely
days of receipt of notice from suid pariy of his intention to defll Heo well the
Unit Cperator elects and commences to drill suce. well in ke manner ag other
wells are drilled by the Unit Operator under thiu npreecnent,

11 any well drilled s saforesald by o working intereat owner results
in production such that the lend upon which it 1o situstid mey properly he in-
cluded in a participating area, such partleipating sres chell bhe established or
enlarged as provided in this agreement, and the party or parties paying the cost
of drilling such well shall be reimbursed as provided in the unit operating agree-
ment for the cost of drilling sueh well, and the well shall thereafter be operated
by Unit Operator in accordance with th~ terms of this agreement and the unit
operating agreement.

If any well drilled as aforesaid by a working interest cwner obtains pro-
duction in quantities insufficient to justify the inclusion in a pariicipating
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 requirements
of this agreement. The royalties in amount or value of production from any such
well shall be pald as specified in the underlying lease and agreements affected.

1. ROYALTY SETTLEMENT,

The [mited States and the State of New Mexico and all royalty owners
who, under existing contracts, are entitled to take in kind a share of the sub-
stances now unitized hereunder produced from any tract, shall hereafter be en~
titled to the right to take in kind their share of the unitized substances al-
located 10 such tract, and Unit Operator, or in case of the operation of a well
by a working interest owner as herein in special cases provided for, such work-
ing interest owner, shall made deliverieg of such royalty share laXen in Xind in
conformity with the applicable coniracts, laws, and regulations., Sgiilement for

N

royalty interest not taken in kind shall be made by working interest owne

[
M
[

responsible therefor under cxisting contracts, laws, and rogilations, on or be-

fore 1he last dey of cach month for unitived suvstonccs produced during tne

1

procoding czlendnr monthn: nrovided, however, that notning nerein conteincd shall

oparate to relicve the lessecs of any land from their respeciive lease oblipeti- no

1

for Lhe poyment, of any coyaltlien due undor Lheir leases,
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mton Tt which Lo prag wng fntredueed, rovalty Croe o to ey gy, bt not
tso Lo the products extracted theretrom; preo tided Gt siehe abthdvownl chatt te
sl guch tine ag may be provided [n the plan of operations or e omny othered oo
b condented o by the Comminaion, the Commloanioner, snd the Supervisor, as oon-
forming to pood petroleum enplineering peactice, and provided Curther, that such
right of withdrawal sixall terminate on the bLermination of this unit sireement.,

Royalty due the Uhited States saall 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 rales as may be authorized by law or regulaticn; pro-
vided, that for leases on which the royaliy rate depends on the daily avérage
production per well, said average production shall be determined in accordance
with the operating regulations as though each participasting area were a single
consolidated lease,

Royalty due on accoun® of State and privately-owned lands shall he com-

puted and paid on the basis of all unitized substances allocated to such lands.

15, RE.ITAL SETTLEMENT,

Rental or minimum royalties due on leascs cormitted hereto shall be
pald by working interesl owners responsible therefor under existing contracts,
laws, and regulations, provided that nothing herein contuined shall operate to

relieve the lessees of any land from their respective lease obligations

&

or tne

Py

payment of any rental or minimum royalty in lieu thereof due under their leases.

Rental or minimum royalty for lands of the United States subjezt to ithis agree-

3o
+

rye
)

ment shall be vaid at the rate anecifiag rCoLICuive lwases [rom uvnz Unilted
States unless sueh rental or mdnimum royalty is waived, suspended, or reduced by

law or by approval of the Sccretary or his duly authorized reprosentatilve.
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dentals on State of New Mexico londdo oubjeet to thia cerrccment ohalld
be paltd ot the rates speceifiod in the pospective lenges,

With respect to any lease on ne v Federal Tand, 107 and wheor commi Chod
Lo this apreement, containing provigsions wich would termtnate Gueh tenge un-
less drliting operstions were within the tioe therein speetfiod comrenced upon
the land covered theveby or rentals pald for the priviteope of detereiny such
drilling operations, the rentals required thercby shiall, notwithstanding any
other provision of this agreement, be deemed 1o accerie snd become payable dur-
ing the terms thereof as extended by this agreement and until the required drill-
ing operations are commenced upon the land covered Lhereby or some portion of
such land is included within a participating areca.

16. CONSERVATION,.

Operations hereunder and production of unitized substances shall be con-
ducted te provide for the most economical and efficient recovery of said sub-
stances without waste, as defined by or pursuant to State or Federal law or regu-
lation.

17. DRAINAGE,

The Unit Operator shall take appropriate and adequate measures to pre-
vent drainage of unitized substances from unitized land by wells on land not sub-~
ject to this agreement, including wells on 2djacent unit areas, or with the consent
of the Director or the Commissioner, respectively, pursuant to applicable regu-
lations pay a fair and reasonable compensatory royzlty as determined by the
Supervisor for Federal lands or as approved by the Commissioner for Stats lands,

18. LEASES AND CONTRACTS COMFORMED AND EXTENDED.

The terms, condltions, and provisions of all lsases, subleasecs, and
other contracts relating to exploration, drilling, develcpmant, or operation for
cil or gas of lands comnitied to this agreement are hereby expressly mcdified
and amended 1o the cxtent necessary to make the same conform
nereof, but otherwise to remain in full force and effect; and ihe pariies hereto
nereby consent that the Sccretary as to Federal leases and the Commigsioner as
to State leases shall and eaecn by his sonrovsl hercoof ) or oy e cpprovel horlof
by his duly authorized representetive, does norcoy estatlisn, alter, chnange, or
revoke the drilting, nroducing, rvental, wisipem yoyalfy, aod rovalty raquiro-

ments of Foderal and Stato leases comsiiiod heroto nnd Lhe copuistions in rospeet
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thereto to conform suid requirements to the provisions of this apreement, and,
without Llimiting the generality of the foregoing, all leases, subleases, and
contructs are particularly modified in accordance with the ollowing:

(a) The development and cperation of lands subjoct to this apyrecment,
under the terms hereof shall be deemed full performance of all obliputions (or
development and operation with respect to each and every part or separately-owned
tract subject to this agreement, repardless of whether there {s any development
of any particular part or truct of the unit area, notwithstanding anything to the
contrary in any lease, operating agreement or other contract by and between the
parties hereto, or their respective predecesszors 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 1o expire by reason of failure to drill or produce wells situated on the
land therein embraced.

(¢) Suspension of drilling or producing operations on all unitized
lands pursuant to directicn or consent of the Secretary and the Commissioner,
or their duly authorized representatiives, 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
the United States;, commiticd <o li:ls agreement, which, by its terms might ex-
pire pric» to the termination of this agreement, is nereby extended beyond any
such term so provided therein so that 1t shall be continued in full force and
effect for and during the term of this agreement; provided, however, each such
lease, sublease or contract, where not already extended by produetion, shall only
be extended in the event unitized substances are capable of being produced from
some part of the lands ewbraced in such leasz commliiled vo this agreement, or
some part of said lands are committed to a participating srea prior to the
expiration of the primary term of such lease, sublease or contract, Termination
of this agreement shall not affect any lease which, pursuant Lo the torms thereof

or applicable law, shall continue in full force and effect thercalier.
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(¢)  Any Federal lease for u fixed Lerm of twenrty years or any ronewat
thereof or any part of such lease which 1s made sub/ect to this apreem:nt shall
continue in force beyond the term provided therein uniil the termination hereof.
Any olher Federal lease committed hereto shall continue in force bevond the Lerm
so provided ‘herein or by law as to the committed land so long as such leage pre-
mains subject hereto, provided, that production is had in paying quantities under
this agreement prior to the expiration date of the itorm of such lease.

(f) Each sublease or contract relating to the operation and develop-
ment of unitized substances from lands of the Uhited States committed to this
agreement, 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 underiying
lease as such term is herein extended.

(g) The segregation of any Federzl lease committed to this agreement
is governed by the following provision in the fourth paragraph of Sec. 17(b) of
the Act of Fehruary 25, 1920, as amended by the Act of July 29, 1954, (68 Stat.
583,585): "Any (Federal) lease hercafter committed to any such (unit) plan em-
bracing lands that are in part within and in part outside of the area covered
by any such plan shall be scgregated into separate leases as to the lands com-
mitted and the lands not committed as of the effective date of unitization; pro-
vided, however, that any such lease as to the nonunitized portion shall centinue
in force and effect for the term thereof but for not less than two years from
the date of such segregation and so long thereafter as oil or gas is produced
in paying guantities.™

{r) Any lease embracing lands of the State of New Mexico having only
a portion of its lands committed hereto, shall te segregated as to the portion
committed and the portion not committed, and the terms of such lease snall apply
of the cffcelive dale tercofl,

ortions commreeneing a

o

4]

separately 1o such segregaied

O

e}

Provided, however, notwithstanding any of the provisions of tnls apreement Lo
the conirary, any lease embracing lands of the State of tlew Moxico naving only o
1ig Jands cumnlbbed nerelo shall continue in full fores and offcet
heyond the tarm provided therein as to zll lands embracad in such lease, if

unitized substances are discovercd and zre capable of voing produced in poying

>
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guantitics from some part of the lands embraccd in such lease commdtted to this
agreement at the explration of the sccondary term of such lease; or if, at the
expiration of the seccondary term, the lcasee or the Unit Operator 1s then engaged
in bona fide drilling or reworking cperations on some part of the lands embraced
in such lease, the same ag to all lands embraced therein shall remain in ful?
force and effect so long as such operations are being diligently prosecuted, and
if they result in the production of unitized substances, said lease shall con-
tinue In full force and effect as to all of the lands embraced thereln, so long
thereafter as unitized substances in paying quantities are being produced from
any portion of sald lands.

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 suceressors
in interest until this agreement terminaies, and any grant, transfer, or convey-
ance, of interest in land or leases subject hereto shall be and hereby is con-
ditioned 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 hereio shall be bind-
ing upon the 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, FFFECTIVE DATE _AND TERM.

This asgreement shall become effective upon approval by the Commissioner
and the Director, or their uly authorized representatives, as of the first day
of the month following approval by the Director and shall remain in effect until
July 1, 19€0, and so long thereaftier as unitized substances can be produced in
paying quantities, I.e., in this particular instance in quantities sufficient to
pay for the costs of producing same from wells on unitized land within any partici-
pating area established hereunder and, should production cease, sc long tnereafter
as diligent operalions are in progress for ithe restoration of preduction or discovery
of new production and so long lhercalier as Lhe unitized sdbstances oo discoversd can
be produced as aforesaid, or it is ferminated as heretofore provided in this agreement.
Tnig agreonent oy dbe teeminated ol any Lime by not less thnn soveniy-

five percent, on an acrcage basis, of the owners of working interests cifuatory
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hereto, with the approval of the Commissionce and the Director; notice of any
such approval to be given by the Unitl Cperator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENI, AND PRODUCTION,

A11 unit production and the disposal thercof shall be in conformity
with allocations, allotmenta 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 moditfy from time to time, in his dis-
cretion, the rate cf prospecting and development and within the limits 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 ailteration or modi-
fication in the public interest, the purpose ther=of and the public interest to
be served thereby to be stated in the order of alteration or medification; pro-
vided, further, that no such alteration or medification shall be effective as
to any land of the State of New Mexico as to the rate of prospecting and develap-
ment 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 producticn in the absence of
specific writien 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 fifteen days from nctice.

22. CONFLICT OF SUPERVISION.

Neither the Unit Operator nor the working interest owners nor any of
them shall be subject to any forfeiture, termination or expiration of any rights
hereunder or under any leases or contracts subject nereto, or to any penalty or
liability on account of delay or failure in whole or in part to comply with any
applicable provision thereof to tne extent that the said Unit Operator, working
interest owners or any of them are hindered, delayed or prevented from complying
therewith by reason of {nilure of the Unit Operator to obtain, in the oxercise
of due diligence, the concurrence of proper representatives of the United States
and proper representatives of the State of MNew Aexico in and aboul any matters
or thing concerning which it s regnired hercin that such concurrenca be ob-
tained. The parties hereto, including the Commission, sgree that all powers and
authority vested in the Commission in and by any provisions of this contract are

vestod in the Conmission and shall be exercisec¢ by 1t pursuant Lo Lhe provisions
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of the laws of the State of New Mexico aid subject in any case tc 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 Depariment of the Interior and the Commission and to appeal from orders issued

under the regulations of said Department and/or Commission or to apply for relief

from any of said regulations or in any proceedings relative to operations before

the Department of the Interior, the Commission, or any other legally constituted

authority; provided, however, that any other interested party shall al

the right at his own expense to be heard in any such proceeding.

24. NOTICES,

sSo have

All notices, demands or statements required hereunder to be given or

rendered to the parties hereto shall be deemed fully given if given in

writing

and personally delivered tc the party or sent by postpgaid registered mail, ad-

dressed to such party or parties ai their respective addresses set forth in con-

nection with the signatures hereto or to the ratification or consent

rereof or to

such other address as any such party may have furnished in writing to party send-

ing the notice, demand or statement.

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 constitut

LR o vd
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defense as tc the validity or invalidity of any law of the State whex
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erein said

unitized lands are located, or

under in any way affe

o

right beyord his or its autheority to waive.

26,  UNAVOIDABLE DRLAY,

A1) obligations under this agrecment renuiring the Unit Oozrator

commerice or continue drilling or to operate on
from any of

~en Ve R i reoea
ISR

is prevented from complying wiih such obligations, in whole or in vari,
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ST aeths of Cod Preni o] LA LD cr munleival law or 4
3 i ] R

ancics, une

eceidents, uncontrolieble dolays in transportetion, inability to oblaln
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of the United States, or regulations issued there-~

ting sucn party, or as a walver by any such party of any

jne]

» or produce unitized substances

tne lands covercd by thig agreement shall be suspended vwhile, but

diligence
by
coldatle
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materials in open warkel, or olhior matbors beyond the reasonable control of the
Unit Operator whether simitar Lo wattors herein cnumerated or not,
. I'? . N !l‘ EHl { N

n conneetion with Lhe performance of work under this sprecment, the
Unit Operator agrees not to diseriminate against any employee or applicant for
caployment because of race, religion, color, or national origin. “The aforcusuld
provision shall include, bui not be limited to, the following: cmployment, up-
grading, demotion, or transfer; recruitment or recrultment advertising, lasvoff
or termination; rates of pay or other forms of compensation; and selection for
training, including apprenticeship. The Unit Operator agrees to post hereafter
in conspicuous places, available for employees and applicants for emnloyment,
notices to be provided by the contracting officer setting forth the provisions
of the nondiscrimination clause.

The Unit Operator agrees to insert the foregoing provision in all sub-
contracts hereunder, except subcontracts for standard commercial supplies or
raw materials.

28. 10OSS 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 agreement, so that such tract
is not fully committed to this agreement and the operation thereof hereunder
becomes impractical as a result thereof, such tract shall be automatically re-
garded as not committed hereto and there shall be such readjusiment of future
costs and beuelits 2o may be required on account of the loss of such title. 1In
the event of a dispute as to title as ito any royalty, working interest, or other
interests subject thereto, payment or delivery on account thereof may be withheld
witnout 1liability for interest until the dispute is finally settled; provided,
that as to Federal land and State land or leases, no payments of funds due the
United States or the State of New wfexico should be withheld, but such funds of
the United Siates shall be deposited as directed by the Supervisor, and such
funds of the State shall be deposited as directed by the Commissioner, to be held
as unearned money pending final settlement of the title dispute, and then applied
as earned or returned in accordance with sueh final settlement.

Unit Operator as such is relieved from any responsibility for any de-

feet or failure of any title nercunder.
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“9¢ NON-JOINDRER AND SUBSEQUENT JOINDER,

B »

11 the owner of any substantial interest in a tract within the unit
area falls or refuses to gubseribe or consent to this agreement, the owner of
the workiws interest In that tract may withdraw said tract from this agreement
by written notice to the Director, the Commissioner and the Uni* Operator prior
to the approval of this agreement by the Director. Any such tract not so with-
drawn shall be considered as unitized, and any necessary adjustments of royalty
oceasioned by failure of the royalty and record owner to join will be for the
account of the corresponding working interest owner. Any oll or gas interests
in lands within the unit area not committed herecto prior to submission of this
agreenment for final approval may thercafter be committed hereto by the owner or
owners thereof subsecribing or consenting to this agreement, and, if the interest
is a working interest, by the owner of such interest also subscridbing to the unit
operating agreement. Joinder to the unit agreement by a working interest owner,
at any time, must be accompanied by appropriate Jjoinder to the unit operating
agreement, if more than one committed working interest owner is involved, in
order for the interest to be regarded as effectively commitied to this unit agree-
ment. After operations are commenced hereunder, the right of a subsequent joinder,
as provided in this section, by a working interesti owner is subject to such re-
guirements 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 bte consented fo in writing by the working interest
owner committed hereto and responsible for the payment of any benefits that may
accrue hereunder in behalf of such non-working interest. Joinder by any owner

cf a non-working

interest at any time must be accompanied by appropriate joinder

by the cwner of the corresponding working interest in order for ihe interest to

S

JC

be regarded as effectively commitied hereto. Except as may otherwise herein be

provided, subsequent joinders to this agreementi shall be effecctive as of the

>

first day of the month following the filing with the Commigsioner and the Super-

5

visor of duly executed counteorpurts of all or any papers

jal

ecessary to catablich
affective commitment of any tract to thisg agreenmcnt unless objection o such
Joinder is duly made within sixiy days by the Director or tne Commissioner.

30, COWNTERPARTS,

| I

fads agresment ray ve exccubed in any numder of counterparis, 11C on:

of whieh needs to be exeecuted by all partics or may “o ratified or couscntied 1o




by separate instrument in writing spuecifically reterrving hereto  nd ¢ e
binding upon all those partics who have «xecuted sueh © cow v orpart, r: ification,
or consent hereto with the same for-e oid offect as if all such parties had

signed the same document and repgardicss of whether or not it is executed by all
other parties owning or c¢laiming an intercst in the lands within the above-

described unit area.

IN WITNESS WHEREOF, this unit agreement is executed by the undersigned

parties hereto as of the dates set opposite their respective signatures.

UNIT OPERATOR AND WORKING INTEREST OWNER

WILSHIRE

pate: 3=/ 3-S5 7 By(!;

" Hice E}resident

Secretary
Leggett Building
Midland, Texas

OTHER WORKING INTEREST OWNERS

CARPER DRILLING COMPANY

Date: By

President

ATTEST:

Secretary
200 Carper Building
Artesia, New Mexico

SIHCLAIR CGIL & GAS COMPANY

Date: By

Vice President
ATTEST:

Assistant Secretary
Sinclair Building
Tulsa, Oklahoma

Sovers Bivers ditlo Hnitl Agresment - Pare 25




Db,

ATTRST,

Assistont Seerotar,
Borttesvitle, Jklahoma

Date:

2
r Opr

\ h 3
Adidress: Midland, lexas

ATTEST: \\kk-gf ;\?bijx&;n

Secretary

Date .'.‘ir";‘,!‘ ‘.“‘

Thpeyar e b ey
Address: Crryer vaserheent,
Hips, UatTomal 3anc tn Dalias,

Date.

Address:

Date: %@0 7 1957
Address: &M

Address: X7 éz /4—24 é: Lo

ol o e

Date: ___ ‘!f(//"/,//q 4

.’/;‘ - L
. TE ‘,"t / /(
Address. AN e
. /lf",' t <, 2 A
“ f - [
/ A ;'{u.( s S T "
1
Do .
"‘T».}.,. IR TR
Aress: $#..0, Bex 110
Jeplin, Missouri
N
,"‘ L o . U 4@'1‘/1 . N
Aomtotant Ooerclary
, i {

PHILLIPS PEIROLEUM COMPANY

RUTTER ROYALTY COMPANY

Pegl-Gr-Sergant

Paul Childress

Ralph A. Shugart

v Joarn L. Ingn&

. bl
~ - . /
,/} Y

Fred Brainard

. L
XV/‘\ R 'l/(\_)

£

( i Julia Brainard

CHITORESS ROYALTY CGUPANY

e
S OO Y NCX

i Proocidern .
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STATE OF - ~"<-‘f¢'¢—w) )
COUNTY OF /)/ud Lo 1§

The forepoing instrument was acknowledred before me this /‘5 ('duy ot
;%H4LLAL/LJ , 197 , by <_/ AA,/% LL:§¢L4€H¢/ (y?<~‘ President of
/}W é’[{l (é ﬁf %4.@ ( Wkdﬂb(orpowtion, n hehalfl of

said corporation.

Lo

JWM

My Commission Expires: Notary Public in andrEgggz_szh‘gilz;ggzgzgﬁ)
LORENE BOSLER, Nitaey [hie County, State of = Y. S ey

My Commussah bapoo, s Y, 1557

STATE OF C.?A-,La_‘J )

COUNTY OF W«A)

The foregoing instrument was acknowsledged before me this 523 day of

_E% . wszJ by émﬁ@g;k_, s i resident of Azt
92 PR Corporation, in behaif

of said corporation.
~ ,." :
Lu«{/t’_v g( Al A

My Commission Expires: Notary Public in and foér ;&Vpuggfa/«ﬁxL
) County, State of - ﬁ;%g_*,g/

g
«/ S
{

i_',‘;kix;'ww /. / /'J ;
7 V4

STATE OF )
) sS.

COUNTY OF )

The foregoing instrument was acknowledged before me this day of

y 195, by , President of
, @ Lorpora bion, in bohalfl
of said corporation.
My Commdission Expires: Votary Public In and for
County, State of
STATE OF )
) ss.
COUNTY GOF )
Tne foregoing iastrument was zcknowledged vefore me this day of
, 195, by s President of __
, @ Corporation, in behalf of
said corporation.
My Commnission Fxpires: Yotary Public in and for

County, Stats of




STATE OF )
) ST
COUNTY OF )

The forepgoing instrument was

Tt r

SNERN , 1957, by o

acknowledyed before me this ___ day of

[ ]

said corporation.

My Commission Expires:

Vapeh 7, 1961

STATE OF )

) ss.
COUNTY OF )
The foregoling instrument was

s 195__, by

, President of
Rt Corporation, in behalf of
Sy . g
2 A &«'\ Cod N‘T,«,t"“ won o

Notary Public in and for
County, State of

Y

acknowledged vefore me this day of

, President of

s 8

Corporation, in behalf

of said corporation.

My Commission Expires:

STATE OF )
) ss.

COUNTY OF )

The foregoing instrument was

, 195_, by

Notary Public in and for
County, State of

acknowledged before me this day of

5 President of

Corporation, in behalf

of said corporation.

My Commission Expires:

STATE OF )
) sS.
COUNTY OF )

Tne foregoing insirumeni .as

, 125, by

Notary Public in and for
County, State of

acknoviedged tefore me this day of
s FPrzsident of

Corporation, in behalf of

said corporation,

My Commission Expires:

Notary Public in and for

PR Bt % i
County, Stale of




STATE QF )
AY
) L8,
COUNTY OF )
The foregoing instrument was acknowledyed before me this ch day of
by ry
‘ 3 lgl)__, by .
‘_//I'LL*/\.A/ /”- AL&(\&.&&
My Commission Expires: Notary Pubiic in and for i :
wapah 7. 10AL County, State of CAT

STATE OF 2o Prcegcis ;
S8.
coonty of (Zhaues )

The foregoing instrument was scknowledged before me this Z day of

. : , 1957, by%ﬁl&%ﬁ&@@/ 1‘?/41/47;/ .

My Commission Expires: Notary/?ubhc in ang/ for (%
, County, State of '

S G

STATE OF L/FLG,«) W;
} s,
COUNTY OF C?A/a—w ) °

The foregoing instrument was acknowledged before me this Z day of

(/,//f;ﬁ/u/ , 1957, b WXW

w7
L TR AL

My Commission Expires: Notary Bublic in and f£6r gﬂéﬂgg
lees)

County, State of >
S - Cf

STATE OF Jeat i LEwr)
oo - ) S5,
COMNTY QF -7 <~y )

The foregoing instrument .as acknowledged before me this / / day of
-, . 'l/ ' l
1/ * JIJ.’L/ y 195 7 by //C/ Z /\ P rASEYe -{,__/ ~ L /// ‘L/( A .
I A 14 N
7 : AR AT
My Commission Exvires: Notary Public in and for __ ¥ ,( .,
County, Sitate of e i A

r’E b -
S C
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RATIFICATION AND JOINDER OF UNIT AGREEMENT
SEVEN RIVERS HILLS UNIT AREA
EDDY COUNTY, NEW MEXICO

In consideration of the execution of the Unit Agreement for the Develop-
ment and Operation of the Seven Rivers Hills Unit Area located within the County
of £ddy , State of New Mexico, in form approved on behalf of the Secretasry
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 preduction covered by said Unit Agreement hereby severally, each
to the extent of his or her particular ownership or interest, as may appear, consent
to the inclusion of said lands within the Unit Area therein defined, ratify, 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 terms of said
Unit Agreement, agree that the drilling, development and producing requirements of
all leases and other contracts in which thzir several rights and interests 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 under-
signed existing under such leases or other contracts.

This Ratification and Joinder of Unit Agreement msy be executed in any
number of 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 is executed by all other parties owning or
claiming an interest in the lands affected hereby, and when so executed shall be
binding upon the undersigned, his or her assigns or successors in interest.

ADDRESS_ SIGNATURE

ATTIET: CARPER DRILLING COMPANY, INC,

] Soretary { utive vice Pres,
Date: September 23, 19%7 ___Carper Bulllirg, Artesia, Hew lexico
STATE OF )

) oo

. COUNTY OF )

The foregoing ipgtrunent v ncetnowiodyed beraee e this . day of

192 by .

My Commission Expires: e

Holary tibbie o oand fop
County, Olate of

STATE OF Ha MEKICU

— S
3
<

COUNTY OF DDy
23rd
e foregoing _jinst was gexuouiodiged betopre e day of
ueptoug é’f g%anley carper, ~~w93%1 Ve x Wgﬂ_ Tridintl of
\Muizﬁ bUG’L AW K, o teow . 0. 00 Lorpor-

S

ation, in behalf of said corporation.

My Commission Expires: )

L 1 . .
o o . Lotary Prblic in (u. fg%‘
Lewsuer 1, 1uHg y " : T

Counly, Siale ot




RATIFICATION AND JOINDER OF UNIT AGREEMENT

SEVEN RIVERS HILLS _ UNIT AREA
EDDY COUNTY, NEW MEXICO

In consideration of the execution of the Unit Agreement for the Develop-

ment and Operation of the _Seven Rivers Hills Unit Area located within the 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 interesis therein or
royalties presently held or which may arise under existing option agreements, or
other interests in production covered by said Unit Agreement hereby severally, each
to the extent of his or her particular ownership or interest, as may appear, consent
to the inclusion of said lands within the Unit Area therein defined, ratify, 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 terms of said
Unit Agreement, agree that the drilling, development and producing reguirements of
a1l leases and other contracts in which their several rights and interests 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 performesnce of all such obligations wo the under-
signed existing under such lesses or other contracts.

This Ratification and Joinder of Unit Agreement may be executed in any
number of 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 & counterpart
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 executed shall be
binding upon the undersigned, his or her assigns or successors in interest.

ADDRESS SIGNATURE
P. 0. Box 933 fﬁgﬁ: &2]1 é[
Hoswell, Ne. Mexico - o N_. : : ‘
Date Scpicinves 24, 1997

STATE OF  ME. MEXICO )
) ss
COUNTY OF  CiAVES )
The foregoing instrument was acknowledged before me this _ 2723 day of
Saoyuanbar , 1957, oy __Fosver MNorpell cod Edug o, Moeeeld, aig o0 fe
-
el v 2
. . N PR A . N R <
My Commission Expires: (s sec w25 o S R '“5
Notary Public in and for Canves -
veaen by 1207 County, State of Mo, Moxieo
STATE OF )
) ss.
COUMTY OF )
The forepoing instrument was acknowledged before me this day of
, 19 , by , President of
, a Corpor~
ation, in behntf of cnid corporation,
My Commission Expires:

llotary Pnonlic in and for
County, Stoate of
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CERTIFICATE OF APPROVAL

BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

SEVEN RIVERS HILLS UNIT

There having been presented to the undersigned Commissioner of
Public Lands of the State of New Mexico for examination, the attached
Agreement for the development and operation of acreage which is
described within the attached Agreement, dated March 13, 1957
which has been executed or is to be executed by parties owning and
holding oll and gas leases and royalty interests in and under the
property described, and upon examination of said Agreement, the Com-
missioner finds:

(a) That such agreement will tend to promote the
conservation of oil and gas and the better
utilization of reservoir energy in sald area.

(b) That under the proposed agreement the State
of New Mexico will receive its fair share of
the recoverable oll or gas in place under its
lands in the area.

(c) That each beneficiary Institution of the State
of New Mexico will receive its fair and equi-
table share of the recoverable oll and gas
under its lands within the area.

(d) That such agreement is in other respects for
the best interests of the state, with respect
to state lands.

NOW, THEREFORE, by virtue of the authority conferred upon me
under Sections 7-11-39, 7-11-40, 7-11-L41, 7-11-L7, 7-11-48, New Mexico
Statutes Annotated 1953 Compilation, I, the undersigned, Commissioner
of Public Lands ¢f the State of New Mexico, for the purpose of more
properly conserving the oil and gas resources of the State, do hereby
consent to and approve the sald Agreement, and any leases embracing
lands of the State of New Mexico within the area shalt be and the
same are hereby amended to conform with the terms thereof, and shall
remain in full force and effect according to the terms and conditions
of said Agreement. This approval Is subject to all of the provisions
ot the aforesaid statutes,.

IN WITNESS WHEREOF, this Certiflicate of Approval is executed,
with seal affixed, this 29th day of Julvy 1957 .

Commissiopér 4f Puplic Lands
of the State of New Mexico
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g
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1o 5223 agreeuent are heredy esiabliched, zltered, changed, or revoked

b
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=

e

1o conform with the ternd and conditiors of itnis sgreement,

SEP 2 7 857

Deted .
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THIS AGREEMENT, mew: amd crder e fte 0y z:éj /)2 dry of &L@L:
195,]L, by and among Wilshire Oil Company of Tooace:, o Delnware Corporation, here-
inafter sometimes referred 1to as "nitl Cporatoe,™ wnd sueh other partion owning
working interests subject to the Wit Agvecnanl tfor the Bevelopment and OQperntion
of the Seven Rivers Hillu Unit Area as may execule ihis agrecment, which working
interest owners are hereinaftier sometimes referred tc as "Nonoperators," both
Operator and Nonoperators being sometimes referred to as "Working Interest Owners."

WITNESSETH:

WHEREAS, the parties hereto are also parties to that certain Unit Agree-
ment for the Development and Operation of the Seven Rivers Hills Unit Area, County
of Eddy, State of New Mexico, hereinafter called the "Unit Agreemeni" embrancing
the following described lund:

New Mexico Principal Meridian

JTownship 20 South, Range 26 Fast

Acres

Section 19: Lots 3,4, S3NE, E3SWE, SEL 400.04
Sections 20, 21, 22: All 1,920.00
Section 27: NW§, WiSwi 240.00
Sections 28, 29: A1l 1,280.00
Section 30: Lots 1,2,3,4, E%W%, EX (all) 633,84
Section 31: Lots 1,2,3,4, EiWs, ELX (a11) 639.84
Sections 32, 33: All 1,280.00

ani noe 259 Ea

Section 3: Lots 2,3,4,5,12,13, NWLSW# 246.31
Section 4: Lots 1 through 16, SWi, N3SEf, SW4SEL 876.80
Section 5: Lots 1 through 16, S& (ail) 917.98
Section 6: Lots 1 through 18, E3SWy, SEf (all)  918.27
Section 7: Lots 1,2,3,4, EiWs, EX zall) 638.88
Section 8: N5, SWE, N3SEE, SWESEL BUY, U
Section  9: N3NWE 80,00
Section 18: Lots 1,2,3,4, BSNWE, WhiNEL: 317.92
Total 10,995,588

WHEREAS, tne parties hereto, in accord with the provisions of Section

7 and 12 of ihe Unii Agreement desire to provide for the apporiionmeni of cosits
and benefits among the Working Interest Cwners ani to establish between them-
selves ceritaln matiers relating 1o the development and operation of the said
Unit Area.

HON, THEREFORF, in consideration of the vremises and ithe mnutual cove-
nants and agroorents herein containad, 14 is hercby agresd vy and oetween ine

pariies herclo as follows:




1. UNIT AGREEMENT CONKTRMED.

The Unit Agreement, including tie exhibits thereto, is hereby confirmed
and adopted and made a part of this agreement, Terms employed in this agreement
shall bear the same meaning as given them in the Unit Agreement. The unit area
shall be developed and operated for the production a:id handling of unitized sub-
stances in accord with *the Unit Agreement and this Unit Operating Agreement. In
the event of any inconsistency or conflict between provisions of this agreement
and the Unit Agreement, the Unit Agreement shall prevail.

2. TITLES.

a. Fach of the parties hereic represents to all other parties
hereto that its ownership of 0il, gas and mineral interests in the unit area is
correctly stated in the scheduie attached as Exhibit "B" to the Unit Agreement.
In the event such representation of any party is erroneous or the title of aay
party heretc fails, in whole or in part, the interests of the parties hereunder
shall be accordingly adjusted to the end that no party shall be crediied with
interests that it does not own. Parties contributing acreage to the unit ard
receiving credit hereunder therefor shall, subject io the previsions of Section
2¢ below, bear the entire loss occasioned by any failure of title or defect in
their title or encumbraunce thereon and shall saves the other parties hereto harm-
less from any obligation or iiability on account thereof. All title curative
expense and all costs and expenses incurred in defending or establishing title
to any interest in the unitized substances shall be borne by tne party or parties

I

hereto who claim such interosi.

e

ts exeeutlion of tnis ag

ree-

[9ASt

i

nent, each Working Initerest Cuner shall furnish to the it Operator coples of

its leases, operating agreement or other documenis upon whicn it relies as estab-

'

lishing its ownership of vorking interoests, together with copies of 1is rental
o 2 & ) [&3

receipts or other evidence satisfactory to egtablish that such leases, agrec-

~

ments and other documenis remain in full Zoreo and offect.
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nish any title data in its possossion relating to 1ts working interest ownership,
including the title opinion of its aiiorney and any curative instruments acquired
in relation thereto, VWnere outstanding Litle roquiremsnts have nol beon satisfied,

Lhe Worxing Intercst Cuner wnos: Liidle To =ffected cunll proeccd 1o satisfy sucn

Soven Kivers Hills Und b Gporal g ferooasor




title requirements with duc diligence and furnish proof ot the satisfaction
thereof to the it Operator.,

| ¢. As a prerequisite to tne drilling of any well hercunder, Unit
QOperator shall obtain a title opinion by a competent attorney or attorneys ge-
lected by it, based upon examination of complete abstract of title certified to
date or the official county or state or federal records as well as examination of
the material submitted pursuant to Section 2b above, approving title for drilling
purposes to the spacing unit upon which .> well is to be located; provided, how-
ever, that Unit Operator shall nc .e re.ired to re-examine title to any spacing
unit for the drillirg of any seco. or -Jubsequent well thereon. The party or
parties owning working i-..erests in such spacing unit shall furnish such abstracts
promptly as required and shall satisfy title requirements made by the examining
attorney, at such party's or parties' sole expense, without delay in order that
the drilling obiigation stated in the Unit Agreement shall be timely performed.
Costs of title examination shall be charged as a part of the cost of drilling

the well. Approving opinion of title as a prerequisite of drilling may be waived
upon approval of the owners of eignty percent (80%) of the working intarest com-
mitted to the unit. Any party hereto interested in obtaining the drilling of a
well may post a bond in form satisfactory to the Unit Operator in an amount equal
to one and one-half times the estimated cost of the proposed well, conditioned

to protect all parties hereio against any loss of their investment in the well

[ N
LacC

e

Ly reasun oL 1 ailure, wnorcoupon tho roguirement herein for an anproving
opinion of title will be vaived, I[f tille subsequentily fails to any tract or
tracts, the Litle to which has veen cleared Jor drilling under this ssction, the
Working Interest Cuner thereof shall bear lthe entire loss in participation in
unitized substances produced aficr such title faiiure wnhich would be atiributable

to the leasenold estate or working Interest in such fract under the Lorms of

this agreerent, bul snall not Lo oblii

from other loss occasionca tnercoy 2xcent to

ment which may have been execuizd a2s nereinsbove

3.0 APPORTICHNENT OF COBTE AND h

Fxcept 2s neoroin olhorwise uprousty provided, the cost of driliing,
equipping mrel ocongio b o Ve ol e v o LTl poovtasd for Do Dol o Dol
the Unit dAgrocmooad, et bne coulb of oo sl sbandoning care 307 ary or ol




ol srueh o wotla o a dry holc, sralr e wadid Yv oo o v Werrin e Drderest Dwne pn
who have exceuted the it Agreement aerd this arvoovont, cuacbk T the proportio
that fts ownerghip of working Interests on an acresgs basis within the it Area
bears to the total of all such interests of such purtics; provided, bow: ver,
that the Working Interest Owrners of ar area less thun the aros covered iy the
entire Unit Agreemeni; by sagreement; way payv the cost of drilliny, -qiipping
and completing, or plugging and arandoning any or all of ithe first two test
wells to be drilled hereunder, and such costs shall be pald by 811 such Working
Interest Owners in the proportion provided by such sgreement,

In the event any well drilled hersunder shall encounter = uritized
substance in paying gquantities so sas {0 Jjuslify the cotablichment of a nure

ticipating area or *the enlargement of an existing participating area for ihe

formation encountered, such participating arsa or eriargemsnt shall be

as provided in the Uni+ Agreemsnt, ™ the establishment of any participating

area, there shall o 3 reftrozciive odjustment of the cost or drilling, compileting

and eguipping for production and operating of the said test well and of the cost
of Field Facilities, to the and +hat ths owners of working int%s<rests in the par-
ticipating ares newly estsrlished shall reimburse witboud interast the pirty or
parties who paid for the costs and expenses of drilling, complsting and equicping
for production and oprrating the well less any incoms derived hy said party or
varties up to the date of sattlewsnt, and thereafter the costs incurrad and tine-

fits derived from ithe operaztion of ithe well shsall oo borne by and shail Inuve to

the benefit of tne Workirg Intorest Geoors in tho

portion to their owneragniv of fntor.

ticipating area, there sholl pe n investront sd fustzont batwoen the ownors of

[ 1 S | D AL T AT A B - P
working interests in the onlsrvged porbicipating arcs;, 1o v rnst 1 i
vestrmont within the enlacged carflicipsiing acea, inclading o fpvosinont 1o b

allocated portion of Fiald beellitias, shsll b pald for vy the aifcelcd Vorain:
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cost of drilling, completing and eguipping for production all wells capable of
producing unitized substances situsted within asid partieipiting ares, The costs
to pe so credited shall be measured by the average cost of drilling, completing
and equipping for production wells of like character and depth in the field in a

pood end workmanlike manner at the Lime when ssid wells were drilled., Credit

chall slso be given for the casing snd other tangible properties and facilities

installed in the wells or used in conneclion with the operation thereof at a

percentage of the original cost, such percentage to be determined as provided

in the Accounting Procedure., The affected Working Interest Owners on any tract

outside of the participating area that is 1o be admitied {o the enlarged partici-
pating area shall likewise receive credit for the intangible cost of drilling,
completing, and equipping any wells on their respective lands so admitted;, to-
geiher with the value of the isngible equipment, facilities, and structures lo-
cated thereon and used in connection therewith, on the basis above set out. The
sum totsl of all credit shall be the investment cost apportionable to the en-~
larged participating area. The investment adjustment shall be made by cash settle~
ment among the Working Interest Owners through the Unit Operator. No credit shall
be given for the previous cost of operating any wells or repairing or muintaining
other property, nor shall there be any debit for or on sccount of production

taken from wells prior to the effective date of the enlargement of the partici-

pating area,

"Field Facilities" as that term is used hereinabove shall mean facili-

limited to, warehouses, fic’d offices, camps, gathering system, field tankage

other than that serving a psriiculsr well, power stations, power lines, water

stations and water lines. Costs of Field Faciliiies shall b2 deemad to be the

tangible and intangible cost thereof as reflected by the Unit Operator's books,
depreciated at the rate of four percent {4%) per annum, or fractional portion

thereof, up to the periol an adjustment i1s required, 1In the cvent book cosis
cannot be determined on certsin classifications of equipment, the current market
price in effect as of the date g well is drilled hereunder is admitied to the

art

=N

'
n3

Lo}

ing area snsll be used as 3 basis for prics, Roads shall not be con-

sidered a part of Field Facilites.
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In any investment adjustment made under the provisions of this Section,
there shall be a separate adjustment for intangibles, and a separate adjustment
for tangibles, and in such adjustment intangibies shall be exchanged only fer in-
tangibles or money and tangibles shall be exchanged only for tangibles or money.

4. ROYALTY AND OTHER PAYMENTS OUI OF PRODUCIION.

One-eighth (1/8) of all of the unitized substances produced hereunder,
or the proceeds thereof, shall be set aside for the payment or delivery in king,
as the case may be, in accord with underlying leases and other documents requiring
payment of royaltics, by the Unit Operator or the Working Interest Owner in accord
#itnh Section 12 of the Unit Agreement. Where any working interest is burdened by
royalties in excess of one-eighth (1/8) or by overriding royzltics, cil payuments
or other paymentis out of production, the required payment in excess of one-eightih
(1/8) shall be borne by the owner of the working interest so burdened. Before
receiving its proportionate share of the unitized substances produced hereunder
or the prcceeds thereof, each Working Interest Qwner shall pay or secure the pay-
ment of any such excess royalties or other payments constituting a burden upon
its working interest.

5. RENTALS.

Fach Working Interest Owner whcose interest is chargeable with rentals,
minimum royalties in excess of the royalties on actual production, or other pay-
ments in the nature of rentale required to maintain its working interest rights,
suell properly pay such rentals, winimum royalties or other payments. The in-
advertent failure of any varty to properly make such payments shall not subject
such party to liabilities hereunder except to the extent hereinabove provided in
the event of loss of title.

6, DETERMINATIONS BY MAJORITY VCTE.

In any matter in which the action of the Uhit Operator requires the
concurrence of the working interesti parties hereto or any of them, Unit Operator
will be governed by the decision of the owners of a majority of the working in-~
terest in the participating area involved unlecs otherwise specified herein or
in the lnit Agreement, determired in the proporiion that the acreage interest of each
such oarty in such affected participating area bears to the total acreage interest
in the 2ff=cted poarticipating srcz. Vatiors =2ffeciing the unit area 2s 3 whole,

snall be determined in acecordance with Lhe proportionatle acrocage Intevaest os

(5]
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nhove defiged in the entire unit ared.  ln any ¢use where one working inlerest

poriv pereto holds such a majority intercst, but less than the full working in-
terest in the area affected, his vote shall require the concurrence of one ad-

ditional partiyv in order to constitu*e the controlling vote.

In any case in which i+ is necessary to poll the working interest
partieg hereto, Unit Operator shall notify 81l affected Working Interest Owners
in writing of the question for decision and its recommended course of action.
Fach such Working Interest Owner shall within ten {10) days of receipt of such
notice advise Unit Qperator in writing of its decision thereon. Within five
’5Y days thereszfter Unit Operator shzll notify each affected Working Interest
Owner in writing of the result of sueh poll. In the event that any Working In-

teresi Owner fails to advise Unit Operator in writing of its decision, within the

poe

10-day period above provided, it shail be conclusively presuwucd that ite deecision
is in accord with the course of action originally recommended by Unit Operator,
except that, if the matter for decisicn is o » where the nonresponding Working
Interest Owner might elect, pursuant fo the provisions of this agreement, not to
participate originally in some element of cost or expense but instead to pay

his share thersof out of production or the proceeds thereof, it shall be con-
clusively presumed that such nonresponding Working Interest Owner elects to
follow thuat latter course.

The Unit Operator, except when otherwise required by governmental
zuthority, shall not do zny of the following without first obtaining the approval
of such a msjority inierest, =g provided above, in the affected participating
area or uniti area, a3 the case m2y be:

a, Mske any expenditurs in excess of Five Thousand Dollars
“$5000.00) other than norimsl opsrating expenses, except in connection vith =
well, the drilling of which has been previously authorized by or pursuani to
this sgreemsnt; provided, however, ithat nothing in this paragraph shall be deemed

i

to prevent Unit Dpsrator irom waking an <rpenditure in erxcess of said amount if
such expenditure becomes necessary becsise of 4 sudden emergency which mby obher-
wise cause loss of 1life or extenaive damage to property. In the event of such

£

cmorveeney ~xpendi ture, Unitl Opersztor shall, within fifteen {15) days affer making

such  expenditure, give written notice to the other parties

Soveas Riwe s PIVTs Mt Opersiiog bppeomont oo Page Y




b Msake any arvangerent for the uge of {facilities owiwed by tie
Working Tnterest Owners in one porticipating area for 'he purposes of operation
and devel.oment outside s3id ares or determine the amount of any charges therefor
unless otherwise provided for in this agreement or in the Unit Agreement.

¢, Uisposs of anv m3jor items of surplus materisl or eguipment
having original cost of One Thousand Pollars _$1000 00) or more, other than junk.
Any such item or items of less cost mey be disposed of without such consent.

d. Sutmit to ‘he Supervisor or Commissiouner any pi:zn for further
developrent of the wnit ares or 2ny participsting area or any proposed expansion
or contrzctior. of the unit areaw or any participating ares.

e. Abandon any well which is producing or has produced unitized
substances

7. DRILLIN. 0t ADDI "TONAL WELLS,

In addition to *he f¢es* wells required by Section 3 hereof, all other
wells which Unit Operator is re=guired to driil under the terms of the Unit Agree-
ment or 1o comply with valid orders of governmenisal suthorities having juris-

diction in the ., ‘mises shall bz drilled by Imit Operator for the account of the

Working Interest Owners owning interest= in the atfected unit area or partici-
pating mrea, as the case m2y de., 'mit Qperator will also drill zppropriate de-

velopment wells within participat

,.:.

rg arezs in accord with plans of development
zdopied by a majority vote of affected Working Interest Owners in accord with
S=ciion & sbove. Unit Opsrator will driil wells a* rogulsr well locations out -
side of the appliczble participating areas upon reguest of the Working Interest
Demer or Dwners owning one hundred pgercent 1100%) of ihe vorking in‘erest within
the spacing urnit upon which ine well s to be locatad. S.en wells shall be
drilicd in order of their reguest and approval by applicatle governmentsl
aainoriticrs

Any Sorking !n-erest Cursr owning 5 part of ine worxing intercst in 4
troci degiring that o well oo drilled thereon outside of tne participating ares
ratsblisned nereundcr for the otjective formzrtion, snhall notify initl Operator,

FalPuN
i

specelfying the proposcd locution, abjoctive doptn and 2s8timated oot Ol nowetd

mon receipt of such notice the LUnlt Opsrzror snall ady ise those other Working

Interest Jwncrs, partics norcoto, wno, wnder thie provisions of tnis agroement,

would bte reguired to share Lhe cost und risk of the proposed well. FKach such



p-rtv ¢hail, by regponsive notice given to the "rit Operstor within thirty 720)

)

dsvs of receipt of the afores<id notice, elec* 28 to whether such party desires
to Join in the drilling of such well, Failure to respond within said thirty

30) davs shall be deemed =n election not to Jjoin in the drilling of the proposed
well, 1f =211 of sald p-rties elect to Join the well shall be drilied for the
account of all such parties in =ccord with the rreceding provisions of this
agreement 17 less than ail of such parties elect to join in the drilling of
su-h well, !nit Operator sh4ll, upon ottaining required governmental approvals,
proceed with due diligence 'o drill such wrell =5+ the sole cost and risk of the
party or psriies electing to share in the costs thereof, hereinafier called the
"drilling psrities ™ 'n the even' =ny such well is a1 dry hole ‘and is not taken
over for plug bsck or deepening}, it éhall be plugged and abandoned at the sole
cost of the drilling psarties. In the even' sich well is 3 producer, it shall be
tested, completed and egquipped to produce by the nit Operator at the sole cost
of the drilling parties, snd such drilling parties esch in proportion to its con=~
tribution to the cost of drilling, testing, compleiling and equipping the well

shall be entitled to receive the proceeds of production from the well or, if it

oo

s ~apzble of producing in p=ving gquantities, shall be entitled to receive the
proceeds of production =iio~sble to the infterests admitted to the participsting
ares on 2ccount of such well, after deducting therefrom all royalties, overriding
royalties, production payments and one hundred percent _100%) of the operating
expenses artriputapie 1nereto, un:il s=id ariiiing parties snall have received
therefrom two hundred parcent 200%) of the costs of drilling, testing, com-
pleting and equipping said welil to projuce For ihe purposcs of this Section,
where 3 party takes in kind, -he proceeds of production from such 3 well shall

we computed upon the ¢-me price hazis -+ th-t emploved for payment of royaliies

to the ‘nited States on compari:tle production {rom tne unit ares.  When the
drilling pirties shsll nave tron reimbursed for two nundred percent 200%. of

s«id costs s hereinsbove provided, procceds from the well ghall thereafter be

1y

shared by the Working Interest Csnera within the pzriicipa‘ing area in the ranner

i sted In Soction X osrove.  Any smounts which rmsy ve rezlized from sale or
disposzition of 'he woll or eguipment thereon, or required in comnection witih

Phe delIVing, lesting, completing, sauipping awd operating thereof, shall te

psid to tne drilling pariics and cr=dited against the total snreturned portion
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of 3+14 two hundred percent [200%° with *he hilanee thereof, i any, to be divig
provided in S~ctlion ¥ srove, arong the parties owning the well, locations of

+1. wells drilled under this provision must be in sccord with the spacing puttern
~dopted ty the Unit Qpera*or for the formstion to which the well is projected

&, CPTION “C TAKF WER WELLS

If any well drilled under thils sgreement i1s & dry nole and the party or
parties owning the well zre rezdy to skandon i~ bu* tne well can be plugged biack
or deepened to 3 different formation, it Operator shall so notify the Working
I-terest Owners in the affected unit area or participating ares, as the case may
be, and such parties shzll nhave the right -o take over s3id well and caiise the
'nit Operator to plug tack or deepen iY, as *he case msy be, and 1o complete it
for the account of the psrties owning working interests in the unlit area or par:
ticipating ares, as the cass mav te. “he party or parties taking over operations
chall pay to the psrty or pzarties who shall hsve borne the cost of drilling ssid

well the "salvage value" of 3.1l materi=1

[y

o

. Ihe szlvage value of any such well
shall be the fair market valus, st the well site, of the salvageable materials
comprised therein icomputed in sccordance with the Accounting Procedure attached
hereto). Working T:terest Cwners so notified hereunder shall respond as pro-
vided in Section & stove. i one, but leéss than sll, of the affected working
interest parties elects io 1ake *he wsll over, then Unit Operator shall iake it
over and conduct the rpecified operation for the =zccount of the electing party
or parties, and such party or parties shail be entitied to recover iwo hundred
percent L20U%) of their cos*s in acquiring, deepening or plugging back, testing
and completing the well in *he =anc mwanner as provided in Section 7 sbove; pro-
vided, however, trii where fifiy percent '50%) of the affected Working Irteresi
Simers elect to tske the well over for wse in satisiying the cbligation 1o drili
5 tes® well hereunder, lne well znzll vo drilied for the account of all of the
zffecled Vorking Interes? Oumers crothe event any one well is completed 3s 3
paving producer in more tharn one formztion, the dorking Intersst Owrners of tne
respective participating =zreas ~stsblished for suen formations shall arrsnge for
gppropriate sllocation of investment and opersting coste of stch well by sepsrale

sgreement

o,




9. CHARGES FOR DRTILLING OPERATIONS.

All wells drilled on the unit area shall be drilled on A competitive
contract basis at the usual rates prevailing in the field. Any ¥orkinr Interest
Owner or Owners may bid and contract to use its or their tools and cquipment in
the drilling of any wells on the unit area, Ilmit Cperator, if it so desi> g, may
employ its own tools and equipment in the drilling of wells, but in such event
the charge therefor shall not exceed the preveiling rate in the field and such
work shall be performed by Unit Operator under the same terms and conditions as
shall be customaery and usual in the field in contracts of independent contractors
who are doing work of a similar nature.

10. ACCESS TO OPERATIONS AND INFORMATION.

Representatives ot each party hereto shall have free access to the
entire unit area at all ressonasble times to inspect and observe operations of
every kind and character thereon. BEach party hereto shall have access at all
reasonable times to any and zll information peritasining to wells drilled, pro-
duction secured, and to the books, records and vouchers relating to the operation
of the unit area. Unit Operator shall, upon reqrz2st, furnish to the cother parties
hereto daily drilling reports by post card, true and complete copies of well logs
and other data relating to wells drilled, and shall also, upon request, make
available samples and cuttings from any and all wells drilled on the unit area.

11. INCOME TAX ELECTION, SUB-CHAPTER K OF CHAPTER 1 SUB-TITLE A
INTERNAL REVENUE CODE.

Notwithstanding any provisions herein that the rights and liabilities
of the parties hereunder ars several and not joint or collective, or that this
agreement and the operations hereunder shail not constitute a partinership, if for
Federsl incois iax purposes this azgreemant and the operations hereunder are re-
garded as a partnersiip, tien each of the parties hereto bereby elects to be eox-
cluded from the application of all of the provisions of Subechapter K, Chaptor 1,
Subtitile 4, of the Internal Revenue Code of 1954, as permitted and authorizoed
by Scetion 761 of said Code and the regualation promilgated thereunder. Operator
ig hereby authorized and dirscted to execute on behalf of each of the parties
nereio such evidence of this clection as may be reoquired by the Secretary of
the Treasury of the United States or the Federal Internal Revenue Scorvice, in-

4

cluding specifically, but

aol by way of limitalion, all of lne relurns, statements,




et data required by Federal Regulation 1.701-1 (). Should there be any require-
ment that each party hereto further evidence this election, eachh party hereto
agrees to execute such documents and furnish such other evidence as may be re-
quired by the Federal Internal Revenue Service or as may be necessary to evidence
this election. Each party hereto further agrees not to give any notices or take
any other action inconsistent with the election made hereby. If any present or
future income tax laws of the state or states in which the property covered by
this agreement is located, or any future income tax law of the United States,
contalin, or shall hereafter contain, provisions similar to those contained in
Subchapter K, Chapter 1, Subtitle 4, of the Internal Revenue Code of 1954, under
which an election similar to that provided by Section 761 of said Subchapter K

is permitted, each of the psrties hereto hereby makes such sleciicn or agrees to
make such election as may be permitted by such laws. In making this election,
each of the parties hereto hereby states that the income derived by him from the
operations under this agreement can be adequately determined without the computa-
tion of partnership taxable income.

12. DISPGSITION OF PRODUCTION.

Each of the parties hereto shall take in kind or separately dispose of
its proportionate share ot the unitized substances produced hereunder, exclusive
of production which may be used in developmeni and producing operations of the
unit area, and in preparing and treating oil for marketing purposes, and pro-
duction unavoidahiv lost., In the event any party hereto shall fail to make the
arrangements necessary to take in kind or separately dispose of its proportionate
share of the unitized substances, Unit Operator shall have ihe right for tihe
time being #nd subject to revoestion at will by the partly owning same to purchase

Fa

to sell the same to otners al not less than

the market

sucn unitized substances or
price prevailing in ine 2rea. Fach parly hereto shall be entitled to receive
divectly payment for its proportionate share of ihe proceeds from the sale of

unitized substances produced, saved and sold from the unit area, and on all pur

chases cr sales each party snall execute any division order or contract of sale

pertaining to its intercst.  aAny oXira oxponditure incurred by reason of Lhe laking
in kind or separate disposiiion by any party hereto of its proporblonate shinre
of the production shall ba vorne by suenh party. In the event gy party herelo

siiall have a marxel for Il share of unitized substances but Lhoer (o no awailtabie




market for the shore of any other party or parties hereunder, the party or parties
having a market will share 1L with those who have no market, to the end that each
party will be enabled to lake its share of current production without waste or
without being required to store same.

13. PIPE AND OTHER TUBULAR GOODS.

Notwithstanding any limitations of the Accounting Procedure, Exhibit A,
during such times as tubular goods and other equipment are not available at the
nearest customary supply point, Unit Operator shall be permitted to charge the
Jjoint account of parties responsible hereunder for all tubular goods and other
equipment transferred from Unit Operator's warehouse or other siocks to the unit
area for use on a particular participating area with such cosis and expenses as
may have been incurred in purchasing, shopping, and moving the required tubular
goods and other equipment to the unit area ii aceord with Accounting Procedure,
Exhibit A; provided, however, that each affected Working Interest Owner shall be
given the opportunity, in lieu of bearing its proportionate part of such costs,
of furnishing in kind or in tonnage, as the parties may agree, its share of such
tubular goods and other equipment required.

14. ADVANCES.

Each of the parties hersto shall promptly pay and discharge ite pro-
portionate part of all cost and expense on the basis set forth in the Accounting
Procedure attached as Exhibit A. Unit Operator, at its election, may require
the parties hereto to advance their respective proportion of develepment and
operating ¢osts aceording to the following conditions: On or before the firsi
day of each calendar month, Unit Operator shall submit an ilemized estimate of
such costs for ithe succeeding calendar montnh to each of the parties hereto with
a reguest for the payment of such party's proporitionate part thereof, Within
ten (10) days thereafter each of such parties shall pay, or secure the payment
in a manner satisfactory to Unit Operator, such party's preportionate share of
such estimuate,  Unit Operator shall credii cach Vorking Interest Cwner with the

advances so mnde.  Should any party fail to pay or zecure the paymwent of such

partyts proportionate pari of such esgiimzte, ine game shall bear interest at the
raie of six porcent (0%) per anoum ontil pald,  Adjustients belucen estimates

and actunl costs shall tne cleogs of onenh eolendar

Lol mypemyae oo £ dy ot el e e ] e es e

contnoseel bhe accornis of the partios wllusied accordingly.
1 Pre 44 Ny 3 , e v Doy oo
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15. OPERATOR'S LIEN.

Unit Operator shall have and is hereby granted a lien on the Interest
of each of the parties in the unit area, unitized substances produced therefrom,
the proceeds thereof and the material ais >quipment tlhereon, to securc the pay-
ment of such party's proportionate part of the cost and expense of developing
and operating the unitized lands and to secure the payment by any such party of
such party's proportionate part of any advance estimate of such cost and expense.
Unit Operator shall protect such party from all other liens arising from the
operations hereunder,

16. INSURANCE.

&. Unit Cperator, ov Unii Operastor's contractors or subcontractors,
shall carry for the benefit of the joint account insurance to cover producing

operations on the unit as follows:

Xind Policy Form Minimum [imits of Liability
Workmen's Statutory Statutory
Compensation

Contractor's Comprehensive {including B.I. ($ 50,00C ~ach person
Public coverage under all ($100,000 eacn accident
Liability sections of policy) ($100,000 aggregate
pP.D. ($ 10,000 each accident
($ 50,000 aggregate

Motor Comprehensive (including B.I. ($ 50,000 each perseon

Vehicle non-ownership liability ($100,000 each accident

' and hired automobile p.D. ($ 10,000 each accident
coverage)

b. With respect to drilling operations conducted hereunder on ihe
unit by the Unit Operator for the joint account of the parties hereto, Unit
Operator shall maintain in cffect at all times while operations are so conducted
hereunder the following insurance coverage:

Kind Policy Form Minimum Limits of Liability

workmen's Statutory Statutory
Compensation

Contractor's Comprehensive (ineluding B.I. ($100,000 cach person

Fublic coverage under all ($200,000 each accident

Tiability sections of poiicy) ($3C0,000 aggregate
P.D. ($100,000 each accident

/ATy
{(3100,L00 aggregate

Motor Coumprenensive {including B3.1I. ($100,000 each person

Vehicle non~ovrershin Yiability ($300,000 each accident
and nirzd auvtoncbllc p.0. (330,000 cach aceident
coverags)

Gevon kiwvors Hills Usls Oprrabting Agrecnornt - Page 14



17, SURRFNDEKR.

No party hereto shall mmure der to the legsor under its lease any of

its working intercsts insofny ne ey redatbe to tand loested within a partici-
pating area. Should any party Lerolo ot any time desire to surrender any of the
oil and gas leases or operaling sprecioby subleot horeto, or any interest

therein, ingsofar as they cover landa located within the unit area, it shall
notify 211 other parties hereto in writing, Within thirty (30) days following
receipt of such notice by the other parties hereto, the party desiring to sur-
render such working interesits insofar as they affect suchh land may proceed to
surrender the same if such righl 1s reserved in the leases or operating agree-
ment, unless any other perty or parties hereto have, within said 30-day period,
given written notice to the party desiring to surrender that they desire an
assignment of said working interests insofar as they cover said land. In such
event the party desiring to surrender shall assipgn, without express or implied
warranty of title, and subject to existing covenants, contracts and reservations,
all its interast in such working interests insofar as they cover such land and
the wells, material and equipment locat.a thereon, to the party or parties desir-
ing an assignment. Tnereupon sur~: ass.Inirg party shall be relieved from all
obligations thereafter accruing (but " theretofore accrued) hereunder with
respect to the interest sssigned. From and after the making of such assignment,
the assigning party shall have no further interest in the property assigned but
shall be entitled to receive from the assignees payment for iis interest therein
irn an amount egual to the salvage value of any salvagceable material located on
said land. If such assignmeni shall run in favor of more than one party hereto,
the interest covered shall be snhared by suen parties in ihe proportiions that
the interest of each party &assignee in ithe lands committed to the Unit Agreement
bears to tne total interest of sll parties assignee in the lands committed to
the Unit Agreement.

18. TAXES.

Unit Operator shall, for the joint account, render for ad valorem tax

[\

purposes all persconal properiy neld and used for ithe Jjoint account in cornection

vith operations hereunder, and shall pay all ad valorem taxes thereon at the time

and in the manner required by law ard charge ho game Lo Lhe joini acccunt of tne

parlies herceto. Each party srall poy its proportiornats pori of the total taxes

Soven Rivers Hills Unit Jperating dpceowont - Page 15




so pald and expenses incurred in connection with ihe rendering and payment. thereof
in sccordanee with the accounting procedure atiached hereto as Exhibit A, Nothing
herein contained shall relieve any Working Iaterest Owner of the consequence of
any loss of title oceasioned by feilure of the land owner 1o pay any ad valorem
taxes which may be levied againsi the land to which its working interesi relates.

19. EMPLOYEES.

The number of employees, the selection of such employees, the hours of
lsbor and the compensation for service to be paid any and all such employees
shall be determined by the Unit Operator, Such employees shall be employees of
Unit Operstor,

20, RELATION OF PARTIES,

The rights, duties, obligations and liabilities or uhie parties hereto
shall be several and not joint or collective, and nothing herein contained shall
ever be construed as creating a partnership of any kind, Jjoint venture, an asso-
ciation or a trust or as imposing upon any one or more of the parties hereto any
partnership duty, obligetion or 1liability. Esch party hereto shall be individually
responsible for only its obligstions, as se% out in this agreement.

21. FORCE MAJEJRE.

This agreement and the respective rights and obligations of the parties
hereunder shall be subject to all valid and applicable state and federal laws,
ruleg, regulations and orders, and in the eventi this agreement, or any provision
thereof, is, or the operations contemplizicd theraby are, found io be inconsistent
with or contrary to any such law, rule, regulation or order, the latter shall be

4

deemad 1o control and this agreement shall bve regarded as modified accordingly

£

aree an

effect. Unit Operator shall

=y

and 2s so mwodified snall continue in full
not be liable for sny lozs of property or of tims caused by strikes, riots, fires,
tornadoes, flocds, inabilitfy to obtain tubular gocds or other required materials

or services, or for any oiher cause bayond ~he

in the exercise of due diligence.
32. HNOTICES.

A11 notices that

&bl

reé regulired or autnorizcd to he given herounder shall
be given In writing by United Stnies mall or Vestern Union telegram, postage or

charges prepaid, and addresced fo fne party Lo whom such rotice is to be given
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at the asddress indicated for such party opposile its signature hereto. The
originating notice to be given under any provision hereof shall be deemed given
only when received by the party to whom such notices is directed, and the time
for such party to give any response thereto shail run from the date the originat-
ing notice is received. The second or eny subsequent responsive notice shall be
deemed given when deposited in the United States post office or with the Western
Union Telegraph Company with postage or charges prepaid.

23. FAIR EMPLOYMENT PRACTICES,

In connection with the performance of work under this agreement, the
mit Operator agrees not to discriminate sgainst any employee cor applicant for
enployment because of race, religion, color, or national origin. The aforesaid
provision shall include, bu® not be limited to, the following: employment, up=-
grading, demotion, or transfer; recrultment or recruitment advertising, layoff
or terminetion; rates of pay or other forms of compensation; and selectian for
training, ineluding apprenticeship. The Unit Operator agrees to post hereafter
in conspicuous places, available for employees and applicants for employment,
notices to be provided by the contracting officer setting forth the provisions
of the nondiscrimination clause.

The Unit'Operator agrees to insert the foregoing provision in all sub-
contracts hereunder, except subcontracts for standard commercial supplies or
raw materials,

24 .  MLEASED ITWIERLGTIO.

Should the owner of any unleased interest in lands lying within ihe

unit area becoms a party to the Uit Agreement and this agreement, sueh unlessed

interest shall be trested, for all purposes of this 3

x C o g .
greameni, as if There were

sy

an oil and gas leass covering such unlezsed interest on a form providing for the

usual and customary one-nignth [1/8) roysiiy and containing the usual and cus-

tomary "iesser intereosi clauge M Sis sgreement snall in no way affect the right
of the owner of any such unleasad inierest 1o recsive zn amount or share of uni -

3

tized substences cquivalent to the roy:liy woich would be payable or due under

the terms of the Unit Agreement 17 such unleaged dntevest w

L 1o suen

an oil and gas lesse,

SO WA Vers il




25, QUISIANDING AGREEMENTS CONFIRMED.

This Unit Operating Agreement is made subject Lo any farmout agreement
or operating egreement heretofore entered into by and between working interest
owners who are parties hereto and the Unit Operator and nothing herein contained
shall be construed as abroga*ing the terms or conditions of such agreements.

26. EFFECTIVE DAZE AND TERM.

This Unit Operating Agreement shall become effective as of the effec~
tive date of the Unit Agreement and shall remain in full force and effect during
the life of such Unit Apreement. The terms hereof shall be considered as cove~
nants running with the ownership of the working interest committed hereto and shall
be binding upon the heirs, personal representatives, successors and assigns of the
parties hereto.

27. EXECUTION BY COUNTERPARTS.

This agreement may be executed in counterparts with the same force and
effect as if all parties executing any counteipari hereof had executed one origi-
nal document. It shall be binding upon all parties executing any counterpart
hereof whether or noi signed by all parties listed below as owning working in-
terests. . Any party owning working interests within the unit area may execute
this sgreement at sny time prior to its effective date. Any such Working Interest
Owner desiring to join subseguent to the effective date hereof shall be permitted
to Join only in accord with such terms and conditions as may then be agreeable to

the Unit Operator.

EXECED as of the day snd year firat above written,

D ODPERAUIRAND WORKEN O DNUBRREST GVNER

Cr CA’~/ :{»1d'1t
(2? / /H;q‘> ;
é Z ko -w[:-—-é’ \[1Z<>.L:.;//

erotar
[bp*ufb BullClhb
Midlsnd, Texas
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OTHER WORKING INTEREST OWNERS
CARPER DRILLING COMPAMY

Date: By

president
ATTREST:

Secretary
J 200 Carper Building
5 Artesia, New Mexico

SINCLAIR OIL & GAS COMPANY

pate: —— By ———

Vice President
ATTEST:

Ascistant Secretary
3 Sinclair Building
| Tulsa, Oklahome

PHILLIPS PETROLEWM COMPANY

Date: By __—

Vice president
ATTEST:

Agssistant Secrelary
Bartlesville, Oklahoma

RUTTER ROYALTY Sl e

A
Dater xf\;ﬁ‘m '\(‘T’\ LGN 3y

Vd
S/ \ / I Foy
NTTEST:

{\\Q \ ‘\}\ (} . ‘
[ .;_;\).3.\‘:_:\.).),)}.&&&__---._ -
ragisbank Sreratary
500 Yorth pip Springs
vidland, Texad
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STATE OF Jedao/ )

: )
COUNTY OF f] o d a,a.,.,.k._‘Ly

vy
The foregoing instrument was acknowledged before me this /éjfﬁ’ day of
/, , ‘ _"n» . T L ‘/ -
7 lacel, 1957, by _ox. . Aa e Ciel) president of
/' . . . X! . A/_x P )
/)ZMch) (wg f}}/%d, a /’ﬂ-e«fw 4 ¢/ Corporation, in behalf of
Z,

said corporation. . ‘
v el ’ )
jzfﬁwmu /ﬁMm 4

My Commission Expires: Notary Public in and {35
LORENT B30 1 b County, State of L g
e ey S 11962

STATE OF o tsh e’ )
o )
COUNTY OF ZHtetleand )

88.

-~
The foregoing instrument was acknowledged before me this ol day of

\)Aggé%; , 19541, by .. £ gZLa[ZQtfggx' , Yeer President of

l‘?’ : ) - A1 -~
il oo, L @ S Corporation, in behalf
. » G
of said corporation.
X =/ s -

My Commission Expires: Notary Pugzgﬁ/igﬁgg??;;féézzjgééigﬁi¢§:

o o County, State of i A

ity /o L TN g 4
o 7 e
7/
STATE OF )

) ss.

COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 195, by , President of

, & Corporation, in btehalf

of said corporation.

My Commission Expires: Notary Public in and for
County, State of

STATE OF )
) 53,
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

~ President of

, @ Corgoration, in behalf of

said corporation,

My Commission Bxpires: Notary Publiec in and for
County, State of




STATE OF )
) 5.
COQUNTY OF )

The forepoing Instrument was

y 195, by

acknowledged before me this day of

’ President of

Corporation, in behalf of

said corporation.

My Commission Expires:

STATE OF )

) ss.
COUNTY QOF )
The foregoing instrument was

—r

Notary Public in and for
County, State of

acknowledged tefore me this day of

s President of

y @

Corporation, in behalf

of said corporation.

My Commission Expires:

Notary Public in and for
County, State of

STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged i« fore me this day of
, 195_, by , President of
» a8 Corperation, in hehalf

of saild corporation.

My Commission Expires:

ST...E OF

jos)
[69]
.

)
)
COUNTY OF )

Tne foregoing insirument was

Notary Public in and for
County, State of

acknowvledged bafore me this __ day of

s President of

Corporation, in behalf of

sald corporation.

My Commission Expires:

Hotary Public in and for
County, Staie of




STATE OF

)
) SR
COUNTY OF )

T---------.-"""""""-l-l-----__.____ﬁ.

S

y 195, by

The foreroing instrument was acknowledged before me this day of
‘ y 190, by .
My Commission Expires: Notary Fublic in and for
County, State of
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 195, by .
My Commission Expires: Notary Public in and for
County, State of
STATE OF )
) ss.
COUNTY OF )
Tne foregoing instrument was acknowledged before me this day of
, 195, oy
My Commission Expires: Notary Public in and for
County, State of
STATE OF )
) sS.
COUNTY OF )
The foregoing instrument .as acknowledged before me this day of

o o~ e e
My Ceommission Expires:

Motary Public in and for
County, State of
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EXHIBIT M PASO- T 9552

Attached to and made a part of that certain agreement entitled
UNIT OPERATING AGREEMENT, SEVEN RIVERS HILLS UNIT AREA
County of Eddy, State of New Mexico

Dated the (3™ day of Mavc i 5 1957
ACCOUNTING PROCEDURE

(UNIT AND JOINT LEASE OPERATIONS)

1. GENERAL PROVISIONS
Definitions
“Joint property’ as herein used shall be construed to mean the subject area conered by the agrecient o which this "Accountiug Procedure™ is at-
tached.
“Operator™ as herein wed shall be censtrued to mean the party designated 10 conduct the dovelopniznt and operation of the subject azea for the
joint account of the parties hereto.

“Non-Operator™ as herein used shall be construed to mean any one o more of the non-aperating partios.
Al
Statements and Billings

Operator shall bill Non-Operator on or befare the last day of cach manth for its proportionste. share of costs aud expenditures during the preced-
ing month.  Such bills will be accompanied by statemeacs, reflecting the total costs amd charges s ser forth under Subparagraph below:
A. Statement in detail of all charges and credits to the joint account:
B. Statement of all charges and credits to the joint sccount, summuarized by appropriate classifications indicative of the nature thereof.
C. Suaements as follows:

{1) Detailed statement of material ordivarily considered controthable by operatoes of ol and gas propertiess

(2) Statement of ordisary charges and credits to the joint account summarized by appropriate classifications indicative of the nrure thereofs

and

(3) Detailed statement of any other charges and credits.

Payments by Non-Operator

Each party shali pay its proportion of all wuch bilks within fifteen (19) dave atter receipt thareaf.  [f pryviment i oot made within such time, the
unpaid balance shall bear interest 3t the rate of sin per cent (6973 per annum unul paid.

Adjustments

Payment of any such bills shall not prejudice the right of Non-Operator 1o protest ar question the correctness thereof.  Sibject o the exception
noted in Paragraph 1 of this scction [ all statements rendered 1o Noa-Operator by Operator during any calendar vear shall conclusively be presumed
to be true and correct after twenty-four (24) months following the end of any such calendar year, unless within the aid twenty-four (24) month
period Non-Operator takes written exception thereto and makes claim on Operater for adjostment. Falure on the pare of Non-Operator to make
claim on Operator for adjustment within <och period vhall cwablish the correctness thereof and preclude the filing of exceptions thereto or making
of claims for adjustment thercon.  The provisions of thiv paragraph shall not prevent adjustments resuliing from physcal inveotory of property as

provided for in Section VI, Tnveatories, hereot.

Audits ) ) ) N

A Non-Operator, upon notice in writing to Operator and all other Noa-Operitars, shall have the right’ to audit Operator’s accounts and records
relating to the accounting hercunder for. any caleadar year within the twenty-four (24) month period following the end of such calendar year, pro-
vided. however, ihat. Non-Operator -must take written exception to and make chim upon the QOperatore for all diserepancies disclosed by said
audic within said twenty-four (24) month period.  Where there are twn or more Non-Operators, the Non-Operators shall make every reasonable

effort to conduct juint or simultancous audits in 2 wannce which will resuls in o minimum of mconvenienve to the Qperator.

II. DEVELOPMENT AND OPERATING CHARGES
Subject to limitations bercinafter prescribed, Operator shall charge the joint uccount with the following items:
Rentals and Royalties

Delay or otaer rentalss when such rentals zre pard by Operator for the jeing account: rovaities, when not paid directly to royaicy waners by the

purchaser of che oif, gas, casinghead gas or other preduces

LABCR, TRANSPORTATION, AND SERVICES

Labor, transportation, and other services necessary for the development, maintenance,
and operation of the joint property. ILabor shall include Operator!s cosu of vacation,
sickness and disability benefits of employees, and expenditures or contributions im~
nosed or assessed by governmental authority applicable to sucn labor,

EMPLOYEE BENEFILS

Operoter!s current cost of established plans for employees! proup life insurance,
nospitalization, persion, retirement, stock purchase, thrift, bonus, and olaer

benefit plans of like naturs, appliecable to Op 4
! 3 . 3 L . ; Sy 4 . P B S o L a4 3o
that the charges under tule paragrapt shall noet exezed ten per cent (10%) of e
tolal of such labor charged to Lhe joinh account,

Material, cquipmcat, and supples poechiaed o fuennbied By Operaree for e of e oint propereye So far o Go is reasonably practical and con-

sistent with eftcient and ool cporicens ety sach el Shall be perchaad for ar toimterred to die jeint properey s aay be required for

pnmcdiare use; and the accumutation of sapies stocks Sbalb Leoavoadads

Transportation

Peansportatiun of Gepliven, oot oo, Ctee e ter e et o tonance, and cperidon of the joint propere

wubject to the follosing ot

A materal ay wcved o de Jone propoety froon vonloc s Tear s Upareters wandone or crhior propartics, no Chaege shall be made 1o the
polot aocount for a Geraned crcater b e Jdoe et rdiable snpphy sreee o rnlaay rocanvang poant where such mawriad 4,
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T arples maserad s movad ne Opeeater’s wardere or other storage point, oo aege St Leomade o the ot scconnt for o ditince greaa
i e dence trome the varet cduble sepphy srore e tabwy recenns poists vaeeet by soecaal agreement wah Noo-Operator. No e
all be made toothe joine sccount for woving myatcenl to other propersies bloneng to Opeeatar, exoopt by specol agreamest wich NoncOperator.

b. Service

A ende Sanva
Fhe cost of contzact sorvives and vnhities procured from ontide souree.

B U of Oparatar’s Tguipment and  Faalities:
Use of and seevice by Opeetor’s exclusively owned equipment and frabities as provided in Parageaph 5 of Secuon T eatitled "Operator's £y
clsivedy Owned Faciisties.™

1. Damopges and Losses fo Joint Property and Equipment

All Conts or vapemes necenary to replace or repaie dsmages or fosses incurred by fire, flood. stoem, theft, accident, or any other cause not coa-

tralbabile by Opcrator through the excrcise of reasomble didicence. Operator shall furaish Non Operator written notice of danages o losses in-

carred as soon as practicable after report of the ame hay been received by Operator.

B. Litigation Expense

All costs and expenses of Titigation, or lepal services otherwine necesary or expedient for the protecdon of the joint iaterests, including attarneys’

fees and expenses as hereinafrer provided, together with al! judgments obtained adainst the parties or any of chem on acvount of the joint operaiions

under this agreement, and lt‘lud expenses incurred by any party or parties hereto in securing evidence for the purpose of defending against any

action or claim prowcuted or urged againet the joint account or the subject mamer of this agrecment. - .

A. If # majority of the interests hercunder shall so agree, actiens or claimy affeciing the joint intereft¥. Kereunder may. be handled by the legal
staff of e or mose of the pareies hereto; and 2 charge commensurate ith-'céit’ of providing and furnishing such §ervices rendered may: be
made against the joint "setount; but no such charge shill be made until approvéd by the kgal departments of ‘or attordeys for the respective
parties hercto. : :

B. Fees and e¢xpenscs of outside attorneys shall noc be charged to the joint account unless authorized by the majority of the interests hereunder.

9. Taxes
Al 1axes of every kind and mature assewsed or levied upon or in connection with the properties which are the subject of this agreement, the produc-
tion therefrom or the operation thereof, and which taves have been paid by the Operstor for the benefit of the parties hereto.

10. Insurance and Claims

A. Premiums paid for insurance required to be carricd for the benefit of the juint account, together with all expenditures iccurred and paid in
sertiement of any and all losses, claims, damages, judgments, and other expenses, including lexal services, not recovered from insurance carrier.

If no insurance is required to be carried, all actual expenditures incureed and paid by Operator in settlement of any and all losses, chiims, dam-
ages, judgments, and any other expenses, including legal servives, shall be charged to the joiat account.

i. FIELD SUrERVISION

B.

A portion of the salaries and expenses of QOperatcr's drilling superintendent, por-
duction superintendent, geologists, engineers, and other supervisory employees
serving the joint property and other properties of the Operator, such charges being

apportioned to all properties served on an equitable basis consistent with Operator!s
accounting practice.

.

12, ADMINISTRATIVE OVERHEAD

Overhead charges, which shall be in lieu of any charges for any part of the compen-
sation or salaries paid to managing officers and eumployees of Operator, and.any
portion of the oftice expense of the principdl ruginegs office Jocated at Midland,
Texas, but which are not in lieu of field supervision charges pursuant to Paragraph
11 of this Section II incurred in operating any such properties, or any otheT ex~
penses of Operator incurred in the development and operation of said properties;
and Overator shall have the righi to assess agains® the juint property coverad
hereb} tne follovwing overhead charges:

WELL BASIS (Rate Per Well Per Month)

PRODUCING WELL RATE

ORILLING WELL {Use Completion Depth)
RATE
All Wells
Well Depth Eoch Well First Five Next Five Over Ten

150,00 50,00 25.00 15.00

Overhead charxes for drilling wells shall begin on the daze cach well is spudded and terminate when it i on production or is plugeed, as the
case may be, except that ro charge shall be made duricg the suspension of drilling operations for fifteen (155 or more cusecutive days
B. In connection with overhead chiarces, the status of wells shall by oas follows:
(1) Injection wells for recovery aperations, such as for repressure or water flood, shall be included (o the overhoad schedule dhe same a8 produc-
ing oil wells,
(2) Warer supply wells wolized for sarer tiooding operations shall by bcluded o the overhesd schedube the cie o producing ol wells,
1,

) Produaimsn wae welle ol beoancleded o the onerbead chadule ti anme as produding oit wedls,

-




13.

2-1/2%

) Wl permancntdy shine dowa bue on which plueging opetatons ae deteread shall be dropped from the overhead sehedule at the dime the

shatdos s offeceed. When snch wells are pluksed, overhead slalt be charged s the praducing well rree during the time requited for the
]\lu}.’_\lng v ratan,

(8 Wells baing pleeged back, driled decper. or converted 1o 3 source o input webh ahdl be included i the ovechead seledule the same s dall-
oy wells

(6) Tenporarily shut down wells (other then by vevermmentst regulatony tady) which are noe produced or worked upon for 1 period of a tull
calendar wonth Al noe be idluded i the overhead sohedate: Bowever, welly shut in by governmental rogulatory body shall be included
in the overhead schedule unly in the evente the allowable productoon is traasferced to athor wells on the samie properey. ln the event of 2
unit allowable, all wells capable of producing will be counted in determining the overhead charge.

(7) Wells completed in dual or multiple horizons shall be comidered av two wells in the producing overhead schedule.

(8) Lease salt water disposal welly shall not by included in the overhead schedule unlos such wells dre uwd i a secondary recovery program
on the joint property.

C. The above overhead schedule for producing wells shall be applied to the tatal nueiber of welly operated under the Operating Agreement to which
this accounting procedure is attached, irrespective of individual leases.

D. It is specifically understood that the above overhead rates apply only to drilling and producing operstions and are not intended to cover the
construction or operation of additional facilities such as, but not limited to. gasoline plants, compressor plants, repressuring projeces, salt water
disposal facilities, and similar installations.  If 2t any time any or all of these beconme necessary w the uperation, 1 separate agreement will be
reached relative to an averhead charge and allocation of districe expense.

E. The above specific overhead rates may be amended fram time to time by agreement between Operator ind Non-Operator if, in practice, they are
found to be insutficient or excessive.

Operator’s Fully Owned Warehouse Operating and Maintenance Expense
(Describe fully the sgreed procedure to be followed by the Operator.)

the cost of tubular goods 2" and over transferred from Operator's
storage, determined pursuant to Paragraph 2 of Section III below.

Other Expenditures

Any expenditure, other than expenditures which are covered and dealt with by the foregoing prosisions of this Section I, incurred by the Opera-
tor for the necessary and proper development, maintenance. and operation of the joint properiy.

II. BASIS OF CHARGES TO JOINT ACCOUNT
Purchases

Materizi and equipment pucchiaed and servive procured shalt be

ged 2t price paid by Operator after deduction of lE discounts actually received.

Material Furnished by Operator -
Material required for cperations shall be pucchawd for direve charge to joint socouns whenever peactivible, eavepr thae Operator may furainh such
material from Qperator’s stocks under the following conditions:
A. New Matenial (Condition "A™Y)
(1) New material transferred from Operator’s warchouse or other properties shall be prived f.ob, the nearest reputable supply store or railway
receiving point, where such material iy avaitable, 1t current replicement cost of the same kind of material. This will include material such

as tanks, punping wnits, sucker rods, engices, and other major cquipment. Tubular goods, two-inch (27) 2ad over, shall be priced on car-

toad basis effective at date of transfer and faob. railway receiving point nearest the joint accourt operativna, regardless of quantity transfeered.
(1) Quher wmaterial shail be priced on basis of 1 reputable supply company’s preferential price live effective at date of transtec and foob. the store
or ralway recciving point acarest the juint account operation where such material v availible
{3) Cash discount shail not be allowed.
B. Used Mateenad (Condition "B and "CT)

(1) Mazernl which i in sound and serviceable conditinn and s cuinble tor raee wat

¢ orecenditicaing shall be chaved a5 Condition 7B and

priced at seventy-five per vent (7970) of new price.
Marerial which caneet Be chaifiod as Condition 7B buz wiach,

ul

(b) Is serviceable for origaal funcaon bur substantally vor swoble tor reconditinimg,

1o
~

(1) After reconditionng »ill be Furrher <erviceible for onan

s oed second B material (Coadition UBTY, or

shatl be classed as Condition aod priced ar filty por ocent 50T ) 0t new prive.

(3} Material which cannor be choified as Condition "B or Conditien 77 B8 Le procad ot a vatue connvensurate with it use

t+) Tanks, buildings, and other wo et davoelving crcction veses bl by aodac apphicatle percentae of knocked-down new price.

Premium Prices .

Whenever muaterals and equipment sre 1ot nable 2t the vestomany sty pen tonad o prves apeadied G Paragnaphie 1 oaad 2 of i

Section HI because of nationa] emersencios, sisiney o other unuvnl ¢ over wiadh the Opcaator Toas o Gmtron the Operator oy charge che
joint account for the required maternbs oo the b of e Operator’s dircct cont aed oy onee ncursad o prosuring such materials, 1 saking it

suitable for use, and in moving it to the st

veonaded, b that s otice in wnias b fuosbed ta Non-Operator of the propased chacge prior
i ¥ proy i

v preesion, aberetpon Noo Operazor shath hae e n,x;-r:t.

2o billing the Noo Qperator for i

i

by so electing ana notifying Opcratr 10 v afeer recesan notioe Faon the Oponter, co furnsh in kind, o 0 tonnage as che partes may

agree, at the Mwition, neires: ra <G towathin a1 cepaeable dicerace, all or pare of i shaee of marcrial

and/or cquipment suicable o ensany swech noeral Terniched by Now-Operator, 1t any
point other than ag the Lo Crrtern B parean oot pros s of thas paragraph, any Neo Oporator foranbes
niaterial and/er cnpaont e hd dhe O vohe areroprote veakit thordhor e e acceant of s Non-Operator.

Warranty of Mualerial Fuvnished by Opervator

I S FTL AN B AU LU LI RUU NS IS [ TS et it e vty s e d i e of detoc g el crads
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B Autumotivge cquipment at rates commansurate waikh Gt of s ocebap ad eponatne

Sl raea STald ecnceathy beia Bne swith he sohedule of
rives adopted by the Perroleant Meror Trompors Avocnien, o wene other reconnadd crvamscen, o rccmmanded omfarm chacdes against

joint aveonnt operations ad revead frer time 1ot Antororoe rates shdb clode cost ot oD v ropnns imveranee, aad ether operating
expense and depreciation; and charges 0l be Baad o nae e actial weevice ony or o voneatear wieh L the ot account DPCE RO Truck
and tracter rates may iochede wages and ovpanne of diner.

CoN baie rare shall be charzed tor the vae ob dadbng aead clorane oo el end sen clb o s ot O riter s todl owoed roachimeny ee equip

meat which shall be ample to coner muntennce ropres depreciation, and the soevee fureehod the oot property; prosided that such charge
halb et eancend thase curcentdy prevading s the foeld whore the ot proparty s Looed Palline aons sball be dhaeced 1t hourdy rates came-
mensurate with the ot of ow ncr\!np and OPCration, wluch ahall sechude [ANANYT Y and mrntenan, vperabing nli\phn_ IVUT AN, erruuunn. aml
tines. Pulliog wint raees may include wages aod expentes of the aperitor,

oA S rate shall be charged for Liboratory services pertormad by Oporater tor e boanae ot the ame

o, such oy eans waters cores a1y
othee anaiyses and testss provided vach charges shall not onccad thase currenthy provalne of poetaaned by creade servace Liborataries
I Whenever requested, Operator chall snform Non-Operatoe o advince of the sare i propesay 1o charee

P Rares shadl be revised and adjusted fram time to time when found to be aithior cvicsine o ansuf e

IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL

The Operator vhall be under no obhgation 1o purc

e interest of Non-Operater in surplos new o secondland muatenal. Vhe dopontion of major
ey of surptuy material such as derrichs, tanksg engiaes pumping unite, 2ad cobabie goads, ol B sadgecd oo mutual determiination by the parties
Lereto; provided Operator shall have the right to dispote of normal accumulations of junk and scrap materal cither by traosfer or sale from the

junt property.

Material Purchased by the Operator or Non-Operator

Material purchased by either the Operator or Non-Operatar shall be credited by Go Operator 60 e oint aovount for the menth ia which the
material is removed by the purchaser.

Division in Kind

Pvivion of material in kind, if made beeween Operator and Non-Opezaror, Jhall be e proportion 1o thelr regwatine interests inosuch naterial. Fach

pirey wiil thereepon e clarged indicdmally with the value of the moaternl recdved o receivable by cudh paroy, and correpondiog credits witt be

nade by the Operazor o the joint account. Such credice shalt appear o the monthly ctzcaent of opaations,
Sales to Outsiders

Siles te ouesiders of naterial from the joint property shall ke credited by Operator to the joint account at the vet anount collected by Operator

from vendee.  Any claims by vendee for defective material or otherwise shall be chargad back to the joint account if and when paid by Operater.
V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

Material purchased by cither Qperator or Non-Opevator or divided in kind, unless otherwise agreed, shall be
valued on the following basis:

New Price Defined
New price as uwsed in the following parsgraphs shall have the samc meaning aed spphication av zhar wed above in Section 1, “"Basis of Charges to
Joint Account.”

New Material

New materitl (Condition A7), baing rew material provuced for the joint account Gur =over wad thercon, 2t oo hundeed per cent (1009) of cur-
rent new price (plus sales ran o 2oy
Good Used Material

Good used materia! [ Coendition "B} being veed maeenial tn sound 2nd servicaable cendition, suitsble for reuse without reconditioning:

. et . . . \ . .
AL At soventy-fine per cent £789% Y of current nes prive manern] wae chargad to ol accennt as pew, or

B, At sty -vive per cent (65700 of current new price if maicral was or

matly chacoed o the Doing property as secondband av wventv-five per
cent (F800) of new price.
Other Used Material

Used material {Condition “C™). at fifty per cent (5076 of current s price. being weed material which:

A. Afrer reconditioning will be furth.r serviceable for original function av good sccondband material (Condition “B™), or

B. Iy serviceable for original function but subuwantially sot suitable for reconditioning.

Bad-Order Material

Material and equipment (Condition D™, which iv no longer wable for s onginal purpose without eacessive repair cost bu is furcher wsable for
somre wther purpose, shall be priced on 2 basis comparatle with that of frems normnaliv wsad for thar purpase,

Junk
Junk (Conditien 7L

. being obiolae o

) sorap maceral, 2t presail prices.
Temporarily Used Material
When the use of material i tamporary amd iy sorvioe 1o tie docotnt duey mat Be oty e roducton inoprive oy prosided in Paragraph 3B,

’ ; . | '
ahove, such maaterial shall be priced ono2 bosis tbe ol feane 2 N i

chirrge toothe Joint acie e comiteat aith
VI. INVENTORIES

Periodic Inventories, Netice and Representation

valie of the wervice rendered.

At ressomable intorvals doverrorios ol b otaken by Oporazoe of

hoshall include all sedh aaterist a5 s ordoarnily

considered controflable by operators of o and s proports

Written notice of ntention to ke fnventory foast thorey 3uy days before any bveavry s e bogin <o that Non-

Operator may be represented when any imvencrs oo Glkon

Failure of New-Opcrator to be e wd e RSN U

en by Oporater, whe hall o thes

avent furnnh Non-Operator wath 2 wopy tierenr,
Reconciliaticn and Adjustment of Inventories

Reconciliztion of inventory with chacges to the fane account Slell be inade B ocxdh party 2t interest, aod 2 bt of overages and shortages shatl be

pointly determined by Operstor and Non-Operanor,

Inveatoey sdjustments shalt be made by Operacar v for overaees and shortages, but Operator »! ol be held accountabic to Non-

Operatur only fur shortage due wo Tick of reavant

Special Inventories

Special invent may be oraken, ptothe onvpenne of the parcic

wheneser thaee is any wale or change of interest in the jumt preperiy: and it ol
be the duty of the pare selling o rotify all otlier partics fereia os guichiy s powble after the transfer of interest tabes plices Tnosuch caees, both

il i *' i'[ '!

the seller and

S Ly the mventory so taba,




RATUF[CATION AND JOINDER OF UN1: OPERATING AGREEMENT
(MDFR UNIT AGREEMENT FOR THE DEVELOFMENI AND OPERATION OF THE
SEVEE BIVERS HITLS UNIT AREA, __ EDDY COUNTY, NEW MEXICO

In consideration of the execution of the Unit Operating Agreement under
Unit Agreement for the Development and Operation of the said _Seven Riverg Hil'g
Unit Area, in form approved by the Secretary of the Interior, the undersigned
owners of lands or leases or interests therein presently held or which may arise
under existing option agreements or other interests in production covered by said
Unit Operating Agreement, each to the exten! of his or her particular ownership
or interest, as may appear, have consented to the inclusion of said lands within
the Unit Area therein defined, and do hereby approve, adopt and ratify the said
Unit Operating Agreement in the form and as submitted to the United States Geo-
logical Survey in connection with the submission of Unit Agreement for the Develop-
ment and Operation of the said Unit Area.

This Ratification and Joinder of Unit Operating Agreement may be exe-
cuted in any number of counterparts with the same force and effect as if all
parties had signed the same document and shall be binding upon all those who exe-
cute a counterpart 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 executed shall be binding upon the undersigned, nhis or her successors or
assigns, subject to all the terms, provisions and conditions of said Unit Operating
Agreenent.

ADDRESS SIGNATURE
ATTEST: CARPER DRILLING CONPANY, INC,
, R
Date: Septecder 23, 1557 L ooer BuilAing, sriesia, Mew Nexico
STATE OF )
) ss.

COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 19 , by .

My Commission Expires: Motary Public in and for

County, State of

STATE OF i Mgxico )
COUNTY OF 2OY )

ne foregoing instrument was acknowledged before me this _2304 day of

Seoyamber , 1957, vy&impley CRroapr, ixecutive Vica  President of
, et ¥exded Corpor-~
ation, in behalf of said corporation.
) A /!, oy
My Commission Fxpires: Notary Public in &4nd for G4y

County, State of _____ Now Hexico

——— e

Getovey 15, 1959




RATIFICATION AND JOINDER OF UNII CPERATING AGREEMENT
UNDER 'WIT AGREEMENT FOR THE DEVELOFMENT AND OPERATION OF THE
-SEVEN BIVERS HILLS. UNIT AREA, EDDY COUNTY, NEW MEXICO

In consideration of the execution of the Unit Operuting Agreement under
" Unit Agreement for the Development and Operation of the said __Seven Rivers Hills

F Unit Area, in form approved by the Secretary of the Interior, the undersigned

4 owners of lands or leases or interests therein presently held or which may arise
under existing option agreements or other interests in production covered by said
Unit Operating Agreement, each to the extent of his or her particular ownership
or interest, as may appear, have consented to the inclusion of said lands within
the Unit Area therein defined, and do hereby aoprove, adopt and ratify the said
Init Operating Agreement in the form and as submitted to the United States Geo-
logical Survey in connection with the submission of Unit Agreement for the Develop-
ment and Operation of the said Unit Area.

c ganits. o

PRI

This Ratification and Joinder of Unit Operating Agreement may be exe-
cuted in any number of counterparts with the same force and effect as if all
parties had signed the same document and shall be binding upon all those who exe-
cute a counterpart hereof, regardless of whether or not it is executed by all
other parties owning or claiming an interest in the lands affected hereby, and
whnen so executed shall be binding upon the undersigned, his or her successors or

agsigns, subject to all the terms, provisions and conditions of said Unit Operating
Agreement.

ADDRESS SIGNATURE

F. 0. Box 933 .__4:5552521252_422}423¢Le€3’

Ros.ell, Nei Mexico .

Date: Sepj.embei‘ 2 );) 19 )7

STATE OF  NE. MEXICO )
ss.
COUNTY OF  CHAVES )
The foregoing instrument was azknowledged before me this 24%h day of

St , 19_.7, by Foster Movrell oad Edua B, Morvell, nis ife

k«/utg//gf e Tyl %fu—é«b« 3
My Commission Expires: Notary Publi¢ in and for Chives ’
County, State of ao yror o

Marcei 1o, 19361

STATE OF )
)} ss,

COUNTY OF )

Tne fcregoing instrument was acknowledged before me this day of

, 19 , oYy , President of
, @ Corpor~

ation, in benalf of said corporation.
My Commission Fxpires: lotary Public in and for

County, State of




