
CONFIDENTIAL GEOLOGICAL REPORT 

Proposed North Wilson Deep Unit 
Lea County, New Mexico 

LOCATION: South-central Lea County, Mew Mexico, on portions of 
T20S-R36E and T21S-R35E. Proposed unit i s 15 miles 
northwest of Eunice and two miles north of the Eunice-
Carlsbad Highway. Geologically, this unit i s situated 
in the northeast quadrant of the Delaware Basin and is 
approximately four miles west of the faulted, western 
flank of the Central Basin Platform. 

LAND: The British-Amerioarr-Oil Producing Company proposes the 
formation of a. ,2145.95-acre State of New Mexico f u l l y 
participating unit "for the purpose of d r i l l i n g a 
13,500-foot Devonian wildcat. This unit as shown on 
Exhibit "A" of the Unit Agreement contains acreage owned 
by Wilson Oil Company, Wyoming Oil Company, Bri t i s h -
American, Gulf, Phillips, and Amerada. Rights of the 
proposed unit w i l l begin at a depth of 5200 feet. Deep­
est producing horizon within the "unit outline i s approxi­
mately 4000 feet. 

GEOLOGY: The attached seismic interpretation provides the basis 
for the subject wildcat test. Primary objective i s the 
Siluro-Devonian dolomite which produces hydrocarbons on 
well-closed structures i n the surrounding area. 

The interpretation is based on approximately t h i r t y miles 
of continuous seismic p r o f i l i n g , using conventional, 
multi-hole techniques. The data revealed a large anti­
c l i n a l anomaly trending north-northeast to south-south­
west. The feature is enhanced by faulting on the east 
and west flanks. Basis for the unit boundary is the clos­
ing contour at -9^00 (Approximate Mississippian). This 
interpretation shows about 300 feet of structural closure 
which compares favorably with producing structures nearby. 

Nearest Devonian subsurface control i s the Pure No. 1 
Wilson-Deep, located i n the SE/4 NW/4 of section 13, T21S-
R34E. This test was completed as a commercial Morrow 
discovery after salt water was recovered from the Devonian. 
We believe that Pure's Devonian datum i s structurally low 
to the proposed unit, but correlation of the seismic re­
flections across the fault-complex between the two units 
are unreliable, and we are unable to offer a quantitative 
prediction for the structural advantage we expect to attain. 
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The following i s a summary of a l l prospective horizons 
we expect to encounter below 5200 feet. 

Delaware Sandstone 

The Delaware Mountain Group from 5300 to 7800 feet 
provides only f a i r possibilities from random porosity 
development within the sandstone members. There is no 
Delaware production nearby. I f production i s encoun­
tered, i t would probably be very limited i n areal extent. 

Bone Spring 

Leonard-age Bone Spring formation from 7800 to 10,800 
feet offers f a i r possibilities for two or three porous 
dolomite zones (40 to 50 feet thick) within the gross 
section which w i l l be mostly dense basinal limestones. 
Proposed test i s located over the Bone Spring "transition 
zone," where the basinal lithology grades into porous 
shelf dolomite facies of the Central Basin Platform. 

Wolfcamp. Strawn and Atoka 

This sequence from 10,800 to 12,000 feet i s not expected 
to provide reservoir possibilities within the proposed 
unit. This interval of sands, limestone and shale has 
not produced from nearby wells. 

Morrow Series 

The interval from 12,000 to 12,600 feet may contain two 
or more thin zones of quartz conglomerate. Entrapment 
of o i l or gas., i f any, w i l l be stratigraphic i n nature, 
and Morrow reservoirs are too erratic to predict areal 
extent within a given area. 

Mississippian 

This section of shale and dense limestone from 12,600 
to 13,400 feet contains no production possibilities. 

Devonian 

Dolomite below 13,400 feet i s the primary reservoir ob­
jective for the proposed unit. Sufficient penetration 
w i l l be allowed to obtain a conclusive test of the 
fluids present at this location. 
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CONCLUSION: Seismic data are good to f a i r quality over the prospect. 
I t i s our sincere opinion that the proposed unit boundary 
embraces a bona fide structural anomaly that w i l l be 
properly developed should our efforts result i n success. 

LEWIS G. FEARING^ 
New Mexico Geologist 
The British-American Oil Producing Company 

LGF:jcl 
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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION 

OF THE 
NORTH WILSON DEEP UNIT AREA 

LEA COUNTY, NEW MEXICO 

THIS AGREEMENT, en t e r e d i n t o as of the day of 

1963, by and between the p a r t i e s s u b s c r i b i n g , 

r a t i f y i n g or c o n s e n t i n g h e r e t o , and h e r e i n r e f e r r e d t o as the " p a r t i e s 

h e r e t o , " 

r o y a l t y or o t h e r o i l or gas i n t e r e s t s i n the u n i t area s u b j e c t t o t h i s 

agreement; and 

New Mexico i s a u t h o r i z e d by an Act of the L e g i s l a t u r e (Sec. 3, Chap. 

88, Laws 1943) as amended by Dec. 1 of Chapter 162, Laws of 1951, 

(Chap. 7, A r t . 11, Sec. 39, N.M. S t a t u t e s 1953 A n n o t . ) , t o consent t o 

and approve the development or o p e r a t i o n o f S t a t e lands under agree­

ments made by lessees of S t a t e l a n d j o i n t l y or s e v e r a l l y w i t h o t h e r 

lessees where such agreements p r o v i d e f o r the u n i t o p e r a t i o n or 

development of p a r t of or a l l of any o i l or gas p o o l , f i e l a , or area;" 

and 

New Mexico i s a u t h o r i z e d by an Act of the L e g i s l a t u r e (Sec. 1, Chap. 

162), (Laws of 1951, Chap. 7, A r t . 1 1 , Sec. 4 1 , N.M. S t a t u t e s 1953 

Annotated) t o amend w i t h the a p p r o v a l o f l e s s e e , evidenced by the 

lessee's e x e c u t i o n of such agreement or o t h e r w i s e , any o i l and gas 

lease embracing S t a t e lands so t h a t the l e n g t h of the term of s a i d 

lease nay c o i n c i d e w i t h the term of such agreements f o r the u n i t 

o p e r a t i o n cind development of p a r t or a l l o f any o i l or gas p o o l , f i e l d 

or a r e a ; and 

W I T N E S S E'TH: 

WHEREAS, the p a r t i e s h e r e t o are the owners of w o r k i n g , 

WHEREAS, the Commissioner of P u b l i c Lands of the S t a t e of 

WHEREAS, the Commissioner o f P u b l i c Lands o f the S t a t e of 
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WHEREAS, the Oil Conservation Commission of the State of 

New Mexico (hereinafter referred to as the "Commissioner") i s author­

ized by an Act of the Legislature (Chap. 72, Laws 1935; Chap. 65, 

Art. 3, Sec. 14, N.M. Statutes 1953 Annotated) to approve t h i s agree­

ment and the conservation provisions hereof; and 

WHEREAS, the parties hereto hold s u f f i c i e n t i n t e r e s t s in 

the North Wilson Deep Unit Area covering the land hereinafter des­

cribed to give reasonably effective control of operations therein; 

and 

WHEREAS, i t i s the purpose of the parties hereto to conserve 

natural resources, prevent waste and secure other benefits obtainable 

through development and operation of the area subject to th i s agree­

ment under the terms, conditions and limitations herein set forth; 

MOW THEREFORE, in consideration of the premises and the 

promises herein contained, the parties hereto commit to th i s agreement 

their respective i n t e r e s t s in the below defined unit area, and agree 

severally among themselves as follows: 

].. UNIT AREA: The following described land i s hereby 

designated and recognized as constituting the unit area: 

Township 20 South, Range 36 East, N.M.P.M. 

Section 31: E/2 
Section 32: W/2 

Township 21 South, Range 35 East, N.M.P.M. 

Section 5: A l l except the E/2 SE/4 
Section 6: E/2 
Section 7: NE/4 

As to a l l rights below 5200 feet and 
containing 2145.95 acres, more or l e s s . 

Exhibit A attached hereto i s a map showing the unit area 

and the boundaries and identity of tr a c t s and leases in said area to 

the extent known to the unit operator. 

Exhibit B attached hereto i s a schedule showing to the extent 

known to the unit operator the acreage, percentage and kind of owner­

ship of o i l and gas i n t e r e s t s in a l l lands in the unit area. However, 

nothing herein or in said schedule or map s h a l l be construed as a 
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r e p r e s e n t a t i o n by any p a r t y h e r e t o as t o the ownership o f any i n t e r e s t 

o t h e r t h a n such i n t e r e s t or i n t e r e s t s as are shown on s a i d map or 

schedule as owned by such p a r t y . E x h i b i t s A and B s h a l l be r e v i s e d 

by the U n i t o p e r a t o r whenever changes i n ownership i n the u n i t area 

render such r e v i s i o n s necessary or when requeste d by the Commissioner 

of P u b l i c Lands, h e r e i n a f t e r r e f e r r e d t o as "Commissioner". 

A l l l a n d committed t o t h i s agreement s h a l l c o n s t i t u t e l a n d 

r e f e r r e d t o h e r e i n as " u n i t i z e d l a n d " or " l a n d s u b j e c t t o t h i s 

agr e eme nt"'. 

2. UNITIZED SUBSTANCES: A l l o i l , gas, n a t u r a l g a s o l i n e and 

a s s o c i a t e d f l u i d hydrocarbons i n any and a l l f o r m a t i o n s o f the u n i t i z e d 

land as t o a l l d e p t h below 5200 f e e t are u n i t i z e d under the terms o f t h i s 

agreement and h e r e i n are c a l l e d " u n i t i z e d substances". 

3. UNIT OPERATOR: The B r i t i s h - A m e r i c a n O i l P r o d u c i n g 

Company, w i t h o f f i c e s at M i d l a n d , Texas, i s hereby d e s i g n a t e d as u n i t 

o p e r a t o r and by s i g n a t u r e h e r e t o commits t o t h i s agreement a l l i n t e r ­

est i n u n i t i z e d substances v e s t e d i n i t as set f o r t h i n E x h i b i t B, 

and agrees and consents t o accept the d u t i e s and o b l i g a t i o n s o f u n i t 

o p e r a t o r f o r the d i s c o v e r y , development and p r o d u c t i o n o f u n i t i z e d 

substances as h e r e i n p r o v i d e d . Whenever r e f e r e n c e i s made h e r e i n t o 

the u n i t o p e r a t o r , such r e f e r e n c e means the u n i t o p e r a t o r a c t i n g i n 

t h a t c a p a c i t y and not as an owner o f i n t e r e s t s i n u n i t i z e d substances, 

and the term "working i n t e r e s t owner" when used h e r e i n s h a l l i n c l u d e 

or r e f e r t o u n i t o p e r a t o r as the owner o f a w o r k i n g i n t e r e s t when such 

an i n t e r e s t i s owned by i t . 

4. RESIGNATION OR REMOVAL OF UNIT OPERATOR: U n i t o p e r a t o r 

s h a l l have the r i g h t t o r e s i g n at any time but such r e s i g n a t i o n s h a l l 

not become e f f e c t i v e u n t i l a successor u n i t o p e r a t o r has been s e l e c t e d 

and approved i n the manner p r o v i d e d f o r i n S e c t i o n 5 o f t h i s agreement. 

The r e s i g n a t i o n o f the u n i t o p e r a t o r s h a l l not r e l e a s e the u n i t 

o p e r a t o r from any l i a b i l i t y or any d e f a u l t by i t hereunder o c c u r r i n g 

p r i o r t o the e f f e c t i v e date o f i t s r e s i g n a t i o n . 
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Unit operator may, upon d e f a u l t or f a i l u r e i n the performance 

of i t s d u t i e s or o b l i g a t i o n s hereunder, be subject to removal by the 

same percentage vote of the owners of working i n t e r e s t s determined i n 

l i k e manner as herein provided f o r the s e l e c t i o n of a new u n i t operator. 

Such removal s h a l l be e f f e c t i v e upon n o t i c e thereof to the Commissioner. 

The r e s i g n a t i o n or removal of the u n i t operator under t h i s 

agreement s h a l l not terminate h i s r i g h t , t i t l e or i n t e r e s t as the 

owner of a working i n t e r e s t or other i n t e r e s t i n u n i t i z e d substances, 

but upon the r e s i g n a t i o n or removal of u n i t operator becoming e f f e c ­

t i v e , such u n i t operator s h a l l d e l i v e r possession of a l l equipment, 

m a t e r i a l s and appurtenances used i n conducting the u n i t operations and 

owned by the working i n t e r e s t owners to the new duly q u a l i f i e d 

successor u n i t operator, or to the owners thereof i f no such new u n i t 

operator i s e l e c t e d , to be used f o r the purpose of conducting u n i t 

operations hereunder. Nothing herein s h a l l be construed as a u t h o r i z ­

ing removal of any m a t e r i a l , equipment and appurtenances needed f o r 

the p r e s e r v a t i o n of any w e l l s . 

5. SUCCESSOR UNIT OPERATOR: Whenever the u n i t operator 

s h a l l r e s i g n as u n i t operator or s h a l l be removed as hereinabove pro­

vided, the owners of the working i n t e r e s t s according to t h e i r 

r e s p e c t i v e acreage i n t e r e s t s i n a l l u n i t i z e d land s h a l l by a m a j o r i t y 

vote s e l e c t a successor u n i t operator; provided t h a t , i f a m a j o r i t y 

but less than seventy-five percent (75%) of the working i n t e r e s t s 

q u a l i f i e d to vote i s owned by one pa r t y of t h i s agreement, a con­

c u r r i n g vote of s u f f i c i e n t a d d i t i o n a l p a r t i e s , so as to c o n s t i t u t e i n 

the aggregate not less than seventy-five percent (75%) of the t o t a l 

working i n t e r e s t s , s h a l l be req u i r e d to select a new operator. Such 

s e l e c t i o n s h a l l not become e f f e c t i v e u n t i l (a) a u n i t operator so 

selected s h a l l accept i n w r i t i n g the d u ties and r e s p o n s i b i l i t i e s of 

u n i t operator, and (b) the s e l e c t i o n s h a l l have been approved by the 

Commissioner. I f no successor u n i t operator i s selected and q u a l i f i e d 
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as herein provided, the Commissioner at h i s e l e c t i o n may declare t h i s 

u n i t agreement terminated. 

6. ACCOUNTING PROVISIONS: The u n i t operator s h a l l pay i n 

the f i r s t instance a l l costs and expenses incurred i n conducting u n i t 

operations hereunder, and such costs and expenses and the working 

i n t e r e s t b e n e f i t s accruing hereunder s h a l l be apportioned, among the 

owners of the u n i t i z e d working i n t e r e s t s i n accordance w i t h an oper­

a t i n g agreement entered i n t o by and between the u n i t operator and the 

owners of such interests,- whether one or more, separately or c o l l e c ­

t i v e l y . Any agreement or agreements entered i n t o between the working 

i n t e r e s t owners and the u n i t operator as provided i n t h i s s e c t i o n , 

whether one or more, are herein r e f e r r e d t o as the "Operating Agreement". 

No such agreement s h a l l be deemed e i t h e r to modify any of the terms and 

con d i t i o n s of t h i s u n i t agreement or t o r e l i e v e the u n i t operator of 

any r i g h t or o b l i g a t i o n e s t a b l i s h e d under t h i s u n i t agreement and i n 

case of any inc o n s i s t e n c i e s or c o n f l i c t between t h i s u n i t agreement and 

the operating agreement, t h i s u n i t agreement s h a l l p r e v a i l . 

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as 

otherwise s p e c i f i c a l l y provided h e r e i n , the exclusive r i g h t , p r i v i ­

lege and duty of e x e r c i s i n g any and a l l r i g h t s of the p a r t i e s hereto 

which are necessary or convenient f o r prospecting f o r , producing, 

s t o r i n g , a l l o c a t i n g and d i s t r i b u t i n g the u n i t i z e d substances are hereby 

delegated to and s h a l l be exercised by the u n i t operator as herein pro­

vided. Acceptable evidence of t i t l e to said r i g h t s s h a l l be deposited 

w i t h said u n i t operator and, together w i t h t h i s agreement, s h a l l con­

s t i t u t e and define the r i g h t s , p r i v i l e g e s and o b l i g a t i o n s of u n i t 

operator. Nothing h e r e i n , however, s h a l l be construed to t r a n s f e r 

t i t l e to any land or t o any lease or operating agreement, i t being 

understood that under t h i s agreement the u n i t operator, i n i t s capacity 

as u n i t operator, s h a l l exercise the r i g h t s of possession and use 

vested i n the p a r t i e s hereto only f o r the purposes herein s p e c i f i e d . 
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8. DRILLING TO DISCOVERY: The u n i t operator s h a l l , w i t h i n 

s i x t y (60) days a f t e r the e f f e c t i v e date of t h i s agreement, commence 

operations upon an adequate t e s t w e l l f o r o i l and gas upon some p a r t 

of the lands embraced w i t h i n the u n i t area and s h a l l d r i l l said w e l l 

w i t h due d i l i g e n c e to a depth s u f f i c i e n t to t e s t the Devonian formation 

or to such a depth as u n i t i z e d substances s h a l l be discovered i n 

paying q u a n t i t i e s at a lesser depth or u n t i l i t s h a l l , i n the o p i n i o n 

of u n i t operator, be determined t h a t the f u r t h e r d r i l l i n g of said 

w e l l s h a l l be unwarranted or i m p r a c t i c a b l e ; provided, however, t h a t 

u n i t operator s h a l l not, i n any event, be r e q u i r e d to d r i l l said w e l l 

t o a depth i n excess of 13,500 f e e t . U n t i l a discovery of a deposit 

of u n i t i z e d substances capable of being produced i n paying q u a n t i t i e s 

( t o - w i t : q u a n t i t i e s s u f f i c i e n t to repay the costs of d r i l l i n g and 

producing operations w i t h a reasonable p r o f i t ) u n i t operator s h a l l 

continue d r i l l i n g d i l i g e n t l y , one w e l l at a time, a l l o w i n g not more 

than s i x months between the completion of one w e l l and the beginning 

of the next w e l l , u n t i l a w e l l capable of producing u n i t i z e d substances 

i n paying q u a n t i t i e s i s completed to the s a t i s f a c t i o n of the 

Commissioner, or u n t i l i t i s reasonably proven to the s a t i s f a c t i o n of 

the u n i t operator t h a t the u n i t i z e d land i s incapable of producing 

u n i t i z e d substances i n paying q u a n t i t i e s i n the formation d r i l l e d 

hereunder. 

Any w e l l commenced p r i o r to the e f f e c t i v e date of t h i s 

agreement upon the u n i t area and d r i l l e d to the depth provided herein 

f o r the d r i l l i n g of an i n i t i a l t e s t w e l l s h a l l be considered as com­

p l y i n g w i t h the d r i l l i n g requirements hereof w i t h respect to the 

i n i t i a l w e l l . The Commissioner may modify the d r i l l i n g requirements 

of t h i s s e c t i o n by g r a n t i n g reasonable extensions of time when i n h i s 

opinion such a c t i o n i s warranted. Upon f a i l u r e to comply w i t h the 

d r i l l i n g p r o v i s i o n s of t h i s a r t i c l e the Commissioner may, a f t e r 

reasonable n o t i c e to the u n i t operator and each working i n t e r e s t 
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owner, lessee and l e s s o r a t t h e i r l a s t known addresses, d e c l a r e t h i s 

u n i t agreement t e r m i n a t e d , and a l l r i g h t s , p r i v i l e g e s and o b l i g a t i o n s 

g r a n t e d and assumed by t h i s u n i t agreement s h a l l cease and t e r m i n a t e 

as of such d a t e . 

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED 

SUBSTANCES: Should u n i t i z e d substances i n p a y i n g q u a n t i t i e s be d i s ­

covered upon the u n i t area the u n i t o p e r a t o r s h a l l on or b e f o r e s i x 

months from the time o f the c o m p l e t i o n o f the i n i t i a l d i s c o v e r y w e l l 

and w i t h i n t h i r t y days a f t e r the e x p i r a t i o n of each t w e l v e months 

p e r i o d t h e r e a f t e r f i l e a r e p o r t w i t h the Commissioner and Commission 

of the s t a t u s o f the development o f the u n i t area and the development 

cont e m p l a t e d f o r the f o l l o w i n g t w e l v e months p e r i o d . 

I t i s u n d e r s t o o d t h a t one o f the main c o n s i d e r a t i o n s f o r 

the a p p r o v a l of t h i s agreement by the Commissioner o f P u b l i c Lands i s 

to secure the o r d e r l y development o f the u n i t i z e d l a nds i n accordance 

w i t h good c o n s e r v a t i o n p r a c t i c e s so as t o o b t a i n the g r e a t e s t u l t i m a t e 

r e c o v e r y o f u n i t i z e d substances. 

A f t e r d i s c o v e r y of u n i t i z e d substances i n p a y i n g q u a n t i t i e s , 

u n i t o p e r a t o r s h a l l proceed w i t h d i l i g e n c e t o r e a s o n a b l y develop the 

u n i t i z e d area as a r e a s o n a b l y p r u d e n t o p e r a t o r would develop such area 

under the same or s i m i l a r c i r c u m s t a n c e s . 

I f the u n i t o p e r a t o r should f a i l t o comply w i t h the above 

covenant f o r r e a s o n a b l e development t h i s agreement may be t e r m i n a t e d by 

the Commissioner as t o a l l l ands of the S t a t e o f New Mexico embracing 

undeveloped r e g u l a r w e l l s p a c i n g or p r o r a t i o n u n i t s but i n such event 

the b a s i s of p a r t i c i p a t i o n by the w o r k i n g i n t e r e s t owners s h a l l remain 

the same as i f t h i s agreement had not been t e r m i n a t e d as t o such l a n d s ; 

p r o v i d e d , however, the Commissioner s h a l l g i v e n o t i c e t o the u n i t 

o p e r a t o r and the le s s e e s o f r e c o r d i n the manner p r e s c r i b e d by Sec. 

7-11-14, N.M. S t a t u t e s 1953 Annotated of i n t e n t i o n t o c a n c e l on account 

of any a l l e g e d b reach o f s a i d covenant f o r r e a s o n a b l e development and 
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any d e c i s i o n e n t e r e d t h e r e u n d e r s h a l l be s u b j e c t t o appeal i n the 

manner p r e s c r i b e d by Sec. 7-11-17, N.M. S t a t u t e s 1953 Annotated and, 

p r o v i d e d f u r t h e r , i n any event the u n i t o p e r a t o r s h a l l be g i v e n a 

reasonable o p p o r t u n i t y a f t e r a f i n a l d e t e r m i n a t i o n w i t h i n which t o 

remedy any d e f a u l t , f a i l i n g i n which t h i s agreement s h a l l be t e r ­

m inated as t o a l l lands o f the S t a t e of New Mexico embracing undeveloped 

r e g u l a r w e l l spacing or p r o r a t i o n u n i t s . 

10. PARTICIPATION AFTER DISCOVERY: Upon c o m p l e t i o n o f a 

w e l l capable of p r o d u c i n g u n i t i z e d substances i n pa y i n g q u a n t i t i e s , 

the owners of w o r k i n g i n t e r e s t s s h a l l p a r t i c i p a t e i n the p r o d u c t i o n 

t h e r e f r o m and i n a l l o t h e r p r o d u c i n g w e l l s which may be d r i l l e d 

p u r s u ant h e r e t o i n the p r o p o r t i o n s t h a t t h e i r r e s p e c t i v e l e a s e h o l d 

i n t e r e s t s covered hereby on an acreage b a s i s bears t o the t o t a l number 

of acres committed t o t h i s u n i t agreement, and such u n i t i z e d substances 

s h a l l be deemed t o have been produced from the r e s p e c t i v e l e a s e h o l d 

i n t e r e s t s p a r t i c i p a t i n g t h e r e i n . For the purpose of d e t e r m i n i n g any 

b e n e f i t s a c c r u i n g under t h i s agreement and the d i s t r i b u t i o n of the 

r o y a l t i e s payable t o the S t a t e o f New Mexico and o t h e r l e s s o r s , each 

separate lease s h a l l have a l l o c a t e d t o i t such percentage of s a i d p r o ­

d u c t i o n as the number of acres i n each lease r e s p e c t i v e l y committed 

to t h i s agreement bears t o the t o t a l number of acr e s committed h e r e t o . 

N o t w i t h s t a n d i n g any p r o v i s i o n s c o n t a i n e d h e r e i n t o the con­

t r a r y , each w o r k i n g i n t e r e s t owner s h a l l have t he r i g h t t o take such 

owner's p r o p o r t i o n a t e share of the u n i t i z e d substances i n k i n d or t o 

p e r s o n a l l y s e l l or dispose of the same, and n o t h i n g h e r e i n c o n t a i n e d 

s h a l l be c o n s t r u e d as g i v i n g or g r a n t i n g t o the u n i t o p e r a t o r the r i g h t 

t o s e l l or o t h e r w i s e dispose of the p r o p o r t i o n a t e share of any w o r k i n g 

i n t e r e s t owner w i t h o u t s p e c i f i c a u t h o r i z a t i o n from time t o time so t o do. 

11. ALLOCATION OF PRODUCTION: A l l u n i t i z e d substances p r o ­

duced from each t r a c t i n the u n i t i z e d area e s t a b l i s h e d under t h i s 

agreement, except any p a r t t h e r e o f used f o r p r o d u c t i o n or development 
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purposes hereunder, or unavoidably l o s t , s h a l l be deemed to be pro­

duced equally on an acreage basis from the several t r a c t s of the 

u n i t i z e d land, and f o r the purpose of determining any b e n e f i t s t h a t 

accrue on an acreage basis, each such t r a c t s h a l l have a l l o c a t e d to i t 

such percentage of said production as i t s area bears to the e n t i r e 

u n i t i z e d area. I t i s hereby agreed t h a t production of u n i t i z e d sub­

stances from the u n i t i z e d area s h a l l be a l l o c a t e d as provided h e r e i n , 

regardless of whether any w e l l s are d r i l l e d on any p a r t i c u l a r t r a c t 

of said u n i t i z e d area. 

12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: 

A l l r e n t a l s due the State of New Mexico s h a l l be paid by the respec­

t i v e lease owners i n accordance w i t h the terms of t h e i r leases. 

A l l r o y a l t i e s due the State of New Mexico under the terms 

of the leases committed to t h i s agreement s h a l l be computed and paid 

on the basis of a l l u n i t i z e d substances a l l o c a t e d to the respective 

leases committed hereto; provided, however, the State s h a l l be en­

t i t l e d to take i n kind i t s share of the u n i t i z e d substances a l l o c a t e d 

to the respective leases, and i n such case the u n i t operator s h a l l 

make d e l i v e r i e s of such r o y a l t y o i l i n accordance w i t h the terms of 

the respective leases. 

A l l r e n t a l s , i f any, due under any leases embracing lands 

other than the State of New Mexico, s h a l l be paid by the resp e c t i v e 

lease owners i n accordance w i t h the terms of t h e i r leases and a l l 

r o y a l t i e s due under the terms of any such leases s h a l l be paid on the 

basis of a l l u n i t i z e d substances a l l o c a t e d to the respective leases 

committed hereto. 

I f the u n i t operator introduces gas obtained from sources 

other than the u n i t i z e d substances i n t o any producing formation f o r 

the purpose of re p r e s s u r i n g , s t i m u l a t i n g or inc r e a s i n g the u l t i m a t e 

recovery of u n i t i z e d substances therefrom, a l i k e amount of gas, i f 

a v a i l a b l e , w i t h due allowance f o r loss or d e p l e t i o n from any cause 

may be withdrawn from the formation i n t o which the gas was introduced 
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r o y a l t y f r e e as t o d r y gas but not as t o the p r o d u c t s e x t r a c t e d 

t h e r e f r o m ; p r o v i d e d , t h a t such w i t h d r a w a l s h a l l be a t such time as 

may be p r o v i d e d i n a p l a n of o p e r a t i o n consented t o by the Commissioner 

and approved by the Commission as co n f o r m i n g t o good p e t r o l e u m e n g i ­

n e e r i n g p r a c t i c e ; and p r o v i d e d f u r t h e r , t h a t such r i g h t of w i t h d r a w a l 

s h a l l t e r m i n a t e on the t e r m i n a t i o n of t h i s u n i t agreement. 

I f any lease committed h e r e t o i s burdened w i t h an o v e r r i d i n g 

r o y a l t y , payment out of p r o d u c t i o n or o t h e r charge i n a d d i t i o n t o the 

u s u a l r o y a l t y , the owner o f each such lease s h a l l bear and assume the 

same out of the u n i t i z e d substances a l l o c a t e d t o the lands embraced 

i n each such lease as p r o v i d e d h e r e i n . 

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS 

THEY APPLY TO LANDS WITHIN THE UNITIZED AREA: The term s , c o n d i t i o n s 

and p r o v i s i o n s o f a l l l e a s e s , subleases, o p e r a t i n g agreements and o t h e r 

c o n t r a c t s r e l a t i n g t o the e x p l o r a t i o n , d r i l l i n g , development or oper­

a t i o n f o r o i l or gas of the lands committed t o t h i s agreement, s h a l l 

as of the e f f e c t i v e date h e r e o f , be and the same are hereby e x p r e s s l y 

m o d i f i e d and amended i n s o f a r as they a p p l y t o lands w i t h i n the u n i t i z e d 

area t o the e x t e n t necessary t o make the same conform t o the p r o v i s i o n s 

h e r e o f and so t h a t the r e s p e c t i v e terms of s a i d leases and agreements 

w i l l be extended i n s o f a r as necessary t o c o i n c i d e w i t h the term of 

t h i s agreement and the a p p r o v a l of t h i s agreement by the Commissioner 

and the r e s p e c t i v e l e s s o r s and lessees s h a l l be e f f e c t i v e t o conform 

the p r o v i s i o n s and extend the term of each such lease as t o lands 

w i t h i n tha u n i t i z e d area t o the p r o v i s i o n s and term of t h i s agreement; 

but o t h e r w i s e t o remain i n f u l l f o r c e and e f f e c t . Each lease committed 

t o t h i s agreement, i n s o f a r as i t a p p l i e s t o lands w i t h i n the u n i t i z e d 

a r e a , s h a l l c o n t i n u e i n f o r c e beyond the term p r o v i d e d t h e r e i n so l o n g 

as t h i s agreement remains i n e f f e c t , p r o v i d e d , d r i l l i n g o p e r a t i o n s 

upon the i n i t i a l t e s t w e l l p r o v i d e d f o r h e r e i n s h a l l have been 

commenced or s a i d w e l l i s i n the process of b e i n g d r i l l e d by the u n i t 
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o p e r a t o r p r i o r t o the e x p i r a t i o n of the s h o r t e s t term lease committed 

t o t h i s agreement. T e r m i n a t i o n of t h i s agreement s h a l l not e f f e c t any 

lease which p u r s u a n t t o the terms t h e r e o f or any a p p l i c a b l e laws would 

c o n t i n u e i n f u l l f o r c e and e f f e c t t h e r e a f t e r . The commencement, com­

p l e t i o n , c o n t i n u e d o p e r a t i o n or p r o d u c t i o n of a w e l l or w e l l s f o r 

u n i t i z e d substances on the u n i t area s h a l l be c o n s t r u e d and c o n s i d e r e d 

as the commencement, c o m p l e t i o n , c o n t i n u e d o p e r a t i o n or p r o d u c t i o n on 

each of the l e a s e h o l d i n t e r e s t s committed t o t h i s agreement and oper­

a t i o n s or p r o d u c t i o n p u r s u a n t t o t h i s agreement s h a l l be deemed t o be 

o p e r a t i o n s upon and p r o d u c t i o n from each l e a s e h o l d i n t e r e s t committed 

h e r e t o and t h e r e s h a l l be no o b l i g a t i o n on the p a r t of the u n i t oper­

a t o r or any of the owners of the r e s p e c t i v e l e a s e h o l d i n t e r e s t s committed 

h e r e t o t o d r i l l o f f s e t s t o w e l l s as between the l e a s e h o l d i n t e r e s t s 

committed t o t h i s agreement, except as p r o v i d e d i n S e c t i o n 9 h e r e o f . 

Any lease embracing lands of the S t a t e o f New Mexico h a v i n g 

o n l y a p o r t i o n of i t s lands committed h e r e t o s h a l l be segregated as 

t o the p o r t i o n committed and as t o the p o r t i o n n o t committed and the 

terms Tf such leases s h a l l a p p l y s e p a r a t e l y as t o such segregated 

p o r t i o n s commencing as of the e f f e c t i v e date h e r e o f . N o t w i t h s t a n d i n g 

any of the p r o v i s i o n s of t h i s agreement t o the c o n t r a r y , any lease 

embracing lands of the S t a t e of New Mexico h a v i n g o n l y a p o r t i o n of 

i t s lands committed h e r e t o s h a l l c o n t i n u e i n f u l l f o r c e and e f f e c t 

beyond the term p r o v i d e d t h e r e i n as t o a l l lands embraced i n such l e a s e , 

i f o i l and gas, or e i t h e r o f them, are d i s c o v e r e d and are b e i n g p r o ­

duced i n p a y i n g q u a n t i t i e s from some p a r t of the lands embraced i n 

such lease committed t o t h i s agreement a t the e x p i r a t i o n of the 

secondary term o f such l e a s e ; or i f , a t the e x p i r a t i o n of the second­

ar y t erm, the lessee or the u n i t o p e r a t o r i s then engaged i n bona f i d e 

d r i l l i n g or r e w o r k i n g o p e r a t i o n s on some p a r t o f the lands embraced 

t h e r e i n s h a l l remain i n f u l l f o r c e and e f f e c t so l o n g as such oper­

a t i o n s are b e i n g d i l i g e n t l y p r o s e c u t e d , and they r e s u l t i n the 
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p r o d u c t i o n of o i l or gas, s a i d lease s h a l l c o n t i n u e i n f u l l f o r c e and 

e f f e c t as t o a l l of the lands embraced t h e r e i n , so l o n g t h e r e a f t e r as 

o i l and gas, or e i t h e r o f them, are b e i n g produced i n p a y i n g q u a n t i t i e s 

from any p o r t i o n o f s a i d l a n d s . 

14. CONSERVATION: O p e r a t i o n s hereunder and p r o d u c t i o n of 

u n i t i z e d substances s h a l l be conducted t o p r o v i d e f o r the most eco­

no m i c a l and e f f i c i e n t r e c o v e r y of s a i d substances w i t h o u t waste, as 

d e f i n e d by or p u r s u a n t t o S t a t e laws or r e g u l a t i o n s . 

1 5 . DRAINAGE: I n the event a w e l l or w e l l s p r o d u c i n g o i l 

or gas i n p a y i n g q u a n t i t i e s should be b r o u g h t i n on lan d a d j a c e n t t o 

the u n i t area d r a i n i n g u n i t i z e d substances from the lands embraced 

t h e r e i n , u n i t o p e r a t o r s h a l l d r i l l such o f f s e t w e l l or w e l l s as a 

re a s o n a b l y p r u d e n t o p e r a t o r would d r i l l under the same or s i m i l a r 

c ircums tance s. 

16. COVENANTS RUN WITH LAND: The covenants h e r e i n s h a l l 

be c o n s t r u e d t o be covenants r u n n i n g w i t h the l a n d w i t h r e s p e c t t o 

the i n t e r e s t s o f the p a r t i e s h e r e t o and t h e i r successors i n i n t e r e s t 

u n t i l t h i s agreement t e r m i n a t e s , and any g r a n t , t r a n s f e r or conveyance 

of i n t e r e s t i n l a n d or leases s u b j e c t h e r e t o s h a l l be and hereby i s 

c o n d i t i o n e d upon the assumption of a l l p r i v i l e g e s and o b l i g a t i o n s 

hereunder by the g r a n t e e , t r a n s f e r e e or o t h e r successor i n i n t e r e s t . 

No assignment or t r a n s f e r o f any w o r k i n g , r o y a l t y or ot h e r i n t e r e s t 

s u b j e c t h e r e t o s h a l l be b i n d i n g upon u n i t o p e r a t o r u n t i l the f i r s t day 

of the calend a r month a f t e r the u n i t o p e r a t o r i s f u r n i s h e d w i t h the 

o r i g i n a l , p h o t o s t a t i c or c e r t i f i e d copy o f the i n s t r u m e n t of t r a n s f e r . 

17. EFFECTIVE DATE AND TERM: T h i s agreement s h a l l become 

e f f e c t i v e upon a p p r o v a l by the Commissioner and s h a l l t e r m i n a t e i n two 

years a f t e r such date u n l e s s ( a ) such date of e x p i r a t i o n i s extended 

by the Commissioner, or ( b ) a v a l u a b l e d i s c o v e r y of u n i t i z e d sub­

stances has been made on u n i t i z e d l a n d d u r i n g s a i d i n i t i a l term or any 

e x t e n s i o n t h e r e o f i n which case t h i s agreement s h a l l remain i n e f f e c t 

so long as u n i t i z e d substances are b e i n g produced from the u n i t i z e d 

l a n d and, should p r o d u c t i o n cease, so lo n g t h e r e a f t e r as d i l i g e n t 

o p e r a t i o n s are i n p r o g r e s s f o r the r e s t o r a t i o n of p r o d u c t i o n or d i s ­

covery of new p r o d u c t i o n and so l o n g t h e r e a f t e r as the u n i t i z e d sub-
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stances so d i s c o v e r e d can be produced as a f o r e s a i d . T h i s agreement may 

be t e r m i n a t e d a t any time by no t l e s s than s e v e n t y - f i v e p e r c e n t ( 7 5 % ) 

on an acreage b a s i s of the owners of the w o r k i n g i n t e r e s t s s i g n a t o r y 

h e r e t o w i t h the a p p r o v a l of the Commissioner. L i k e w i s e , the f a i l u r e 

t o comply w i t h the d r i l l i n g r e q u i r e m e n t s of S e c t i o n 8 h e r e o f may sub­

j e c t t h i s agreement t o t e r m i n a t i o n as p r o v i d e d i n s a i d s e c t i o n . 

18. RATE OF PRODUCTION: A l l p r o d u c t i o n and the d i s p o s a l 

t h e r e o f s h a l l be i n c o n f o r m i t y w i t h a l l o c a t i o n s , a l l o t m e n t s and quotas 

made or f i x e d by the Commission and i n c o n f o r m i t y w i t h a l l a p p l i c a b l e 

laws and l a w f u l r e g u l a t i o n s . 

19. APPEARANCES: U n i t o p e r a t o r s h a l l , a f t e r n o t i c e t o 

o t h e r p a r t i e s a f f e c t e d , have the r i g h t t o appear f o r and on b e h a l f of 

any and a l l i n t e r e s t s a f f e c t e d hereby b e f o r e the Commissioner o f P u b l i c 

Lands and the New Mexico O i l C o n s e r v a t i o n Commission, and t o appeal 

from o r d e r s i s s u e d under the r e g u l a t i o n s o f the Commissioner or Com­

m i s s i o n or t o a p p l y f o r r e l i e f from any o f s a i d r e g u l a t i o n s or i n any 

pr o c e e d i n g s on i t s own b e h a l f r e l a t i v e t o o p e r a t i o n s pending b e f o r e the 

Commissioner or Commission; p r o v i d e d , however, t h a t any o t h e r i n t e r e s t e d 

p a r t y s h a l l a l s o have the r i g h t a t h i s own expense t o appear and t o 

p a r t i c i p a t e i n any such p r o c e e d i n g . 

20. NOTICES: A l l n o t i c e s , demands or statements r e q u i r e d 

hereunder t o be g i v e n or rend e r e d t o the p a r t i e s h e r e t o s h a l l be deemed 

f u l l y g i v e n , i f g i v e n i n w r i t i n g and sent by p o s t p a i d r e g i s t e r e d m a i l , 

addressed t o such p a r t y or p a r t i e s a t t h e i r r e s p e c t i v e addresses set 

f o r t h i n c o n n e c t i o n w i t h the s i g n a t u r e s h e r e t o or t o "the r a t i f i c a t i o n 

or consent h e r e o f or t o such o t h e r address as any such p a r t y may have 

f u r n i s h e d i n w r i t i n g t o p a r t y sending the n o t i c e , demand or sta t e m e n t . 

21. UNAVOIDABLE DELAY: A l l o b l i g a t i o n s under t h i s agreement 

r e q u i r i n g the u n i t o p e r a t o r t o commence or c o n t i n u e d r i l l i n g or t o 

opera t e on or produce u n i t i z e d substances from any of the lands covered 

by t h i s agreement s h a l l be suspended w h i l e , b u t o n l y so lo n g as, the 

u n i t o p e r a t o r d e s p i t e the e x e r c i s e of due care and d i l i g e n c e , i s 
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prevented from complying with such o b l i g a t i o n s , i n whole or in pa r t , 

by s t r i k e s , war, a c t s of God, F e d e r a l , State or municipal law or 

agencies, unavoidable a c c i d e n t s , u n c o n t r o l l a b l e delays i n transpor­

t a t i o n , i n a b i l i t y to obtain necessary m a t e r i a l s i n open market, or 

other matters beyond the reasonable c o n t r o l of the u n i t operator 

whether s i n i l a r to matters here i n enumerated or not. 

22. LOSS OF TITLE: I n the event t i t l e t o any t r a c t of 

u n i t i z e d l a n d or s u b s t a n t i a l i n t e r e s t t h e r e i n s h a l l f a i l and the t r u e 

owner cannot be induced t o j o i n the u n i t agreement so t h a t such t r a c t 

i s n ot committed t o t h i s agreement or the o p e r a t i o n t h e r e o f hereunder 

becomes i m p r a c t i c a b l e as a r e s u l t t h e r e o f , such t r a c t may be e l i m i n a t e d 

from the u n i t i z e d a r e a , and the i n t e r e s t o f the p a r t i e s r e a d j u s t e d as 

a r e s u l t of such t r a c t b e i n g e l i m i n a t e d from the u n i t i z e d a rea. I n 

the event of a d i s p u t e as t o the t i t l e t o any r o y a l t y , w o r k i n g or o t h e r 

i n t e r e s t s u b j e c t h e r e t o , the u n i t o p e r a t o r may w i t h h o l d payment or 

d e l i v e r y of the a l l o c a t e d p o r t i o n of the u n i t i z e d substances i n v o l v e d 

on account t h e r e o f w i t h o u t l i a b i l i t y f o r i n t e r e s t u n t i l the d i s p u t e 

i s f i n a l l y s e t t l e d , p r o v i d e d t h a t no payments o f funds due the S t a t e 

of New Mexico s h a l l be w i t h h e l d . U n i t Operator as such i s r e l i e v e d 

from any r e s p o n s i b i l i t y f o r any d e f e c t or f a i l u r e of any t i t l e h e r e ­

under. 

23. SUBSEQUENT JOINDER: Any o i l or gas i n t e r e s t i n lands 

w i t h i n the u n i t area n o t committed h e r e t o p r i o r t o the submission of 

t h i s agreement f o r f i n a l a p p r o v a l e i t h e r by the Commission or Com­

m i s s i o n e r may be committed h e r e t o by the owner or owners of such r i g h t s 

s u b s c r i b i n g or c o n s e n t i n g t o t h i s agreement or e x e c u t i n g a r a t i f i ­

c a t i o n t h e r e o f , and i f such owner i s a l s o a w o r k i n g i n t e r e s t owner, 

by s u b s c r i b i n g t o the o p e r a t i n g agreement p r o v i d i n g f o r the a l l o c a t i o n 

of c o s t s of e x p l o r a t i o n , development and o p e r a t i o n . A subsequent 

j o i n d e r s h a l l be e f f e c t i v e as of the f i r s t day of the month f o l l o w i n g 

the f i l i n g w i t h the Commissioner and the Commission of d u l y executed 

c o u n t e r p a r t s of the i n s t r u m e n t or i n s t r u m e n t s c o m m i t t i n g the i n t e r ­

e s t of such owner t o t h i s agreement, but such j o i n i n g p a r t y or p a r t i e s 

- 14 -



b e f o r e p a r t i c i p a t i n g i n any b e n e f i t s hereunder s h a l l be r e q u i r e d t o 

assume and pay t o u n i t o p e r a t o r t h e i r p r o p o r t i o n a t e share of the u n i t 

expense i n c u r r e d p r i o r t o such p a r t y ' s or p a r t i e s ' j o i n d e r i n the u n i t 

agreement, and the u n i t o p e r a t o r s h a l l make a p p r o p r i a t e a d j u s t m e n t s 

caused by such j o i n d e r , w i t h o u t any r e t r o a c t i v e a d j u s t m e n t of revenue. 

24. COUNTERPARTS: T h i s agreement may be executed i n any 

number of c o u n t e r p a r t s , no one of which needs t o be executed by a l l 

p a r t i e s or may be r a t i f i e d or consented t o by separate i n s t r u m e n t i n 

w r i t i n g s p e c i f i c a l l y r e f e r r i n g h e r e t o , and s h a l l be b i n d i n g upon a l l 

those p a r t i e s who have executed such a c o u n t e r p a r t , r a t i f i c a t i o n or 

consent h e r e t o w i t h the same f o r c e and e f f e c t as i f a l l such p a r t i e s 

had signed the same document and r e g a r d l e s s of whether or n o t i t i s 

executed by a l l o t h e r p a r t i e s owning or c l a i m i n g an i n t e r e s t i n the 

lands w i t h i n the above d e s c r i b e d u n i t a rea. 

IN WITNESS WHEREOF, the u n d e r s i g n e d p a r t i e s h e r e t o have 

caused t h i s agreement t o be executed as of the r e s p e c t i v e dates set 

f o r t h o p p o s i t e t h e i r s i g n a t u r e s . 

BRITISH-AMERICAN OIL PRODUCING COMPANY 

By 
ATTEST: 

Address: 
S e c r e t a r y 

Date 
UNIT OPERATOR AND WORKING INTEREST 
OWNER. 

WILSON OIL COMPANY 

By 

ATTEST: 

Address: 
S e c r e t a r y 

Date 

WYOMING OIL COMPANY 

By . 

ATTEST 

Addre ss: 
S e c r e t a r y 

- 15 -



ATTEST: 

ATTEST: 

ATTEST: 

S e c r e t a r y 

Date 

S e c r e t a r y 

Date 

S e c r e t a r y 

Date 

STATE OF 

COUNTY OF 

.) 

) ss. 
) 

GULF OIL CORPORATION 

By 

Address: 

PHILLIPS PETROLEUM COMPANY 

By 

Address: 

AMERADA PETROLEUM CORPORATION 

By 

Address: 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 
day of , 1963, by 

of BRITISH-AMERICAN OIL PRODUCING COMPANY, a 

My Commission E x p i r e s : 

c o r p o r a t i o n , on b e h a l f o f s a i d c o r p o r a t i o n . 

N o t a r y P u b l i c 

STATE OF 

COUNTY OF 

.) 

) ss. 
) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 
day of , 1963, by 

of WILSON OIL COMPANY, a 
co r p o r a t i o n . , on b e h a l f o f s a i d c o r p o r a t i o n . 

My Commission E x p i r e s : 

N o tary P u b l i c 

- 16 -



STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me t h i s 
day of , 1963, by 

of WYOMING OIL COMPANY, a 
corporation, on behalf of s a i d corporation. 

My Commission E x p i r e s : 

STATE OF ) 
) ss, 

COUNTY OF ) 

Notary P u b l i c 

The foregoing instrument was acknowledged before me t h i s 
day of , 1963, by 

of GULF OIL CORPORATION, a 
corporation, on behalf of s a i d corporation. 

My Commission E x p i r e s : 

STATE OF ) 
) ss. 

COUNTY OF _ ) 

Notary P u b l i c 

The foregoing instrument was acknowledged before me t h i s 
day of , 1963, by 

of PHILLIPS PETROLEUM COMPANY, a 
corporation, on behalf of s a i d corporation, 

My Commission E x p i r e s ; 

Notary P u b l i c 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me t h i s 
day of , 1963, by 

of AMERADA PETROLEUM CORPORATION, a 
corpor a t i o n , on behalf of s a i d corporation. 

My Commission E x p i r e s : 

Notary P u b l i c 
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EXHIBIT "A" 
NORTH WILSON DEEP UNIT 

LEA COUNTY, NEW MEXICO 

2,145.95 ACRES 

0 TRACT NUMBER AS LISTED ON EXHIBIT "B" 
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