
Is Reply: Refer 
to Unit Division 

June 8, 1961 

vllshtre Oil Coxejeny of T«w 
c/o Britalta Patroleows United 
970 glvodon I N N 
Calgary, Albert* 

&«; Application to extend 
the tera of tlie Seven 
livers mils Unit 
AgraMssent 

Attention: Mr. Clyde K. Stone 

Oon t l onent 
Tht CnendLeeloner ef Public Lends he* approved ee 

of Jane i , 1961» your application te extend tiie term 
of the Seven Rivers 1111s Unit Agreement, Eddy County, 
New Mexico, this extension is fron July 1, 1961 to 
October I , 19*2. 

He ere enclosing one epproved copy of this Appli­
cation end forwarding eight copiea te Golf oil Corporation, 
?. 0. Box 1938, Roswell, New Hexico, attention Mr. Willie* 
Kastler. 

Very truly years, 

E . s. jomnr WALKER 
COMMIgSlOHER OF PQBLIC LANDS 

BSWfsanc/v 
ec; Oil Coaaervstion Cosaisslon 

Santa Fa, Maw Mexico 
fl. S. CaeloglesT Sxrvty 

Galf Oil Corporation 
Rc swell. Sew Mexieo 



In reply refer to: 
Unit Division 

February 16, 1960 

y 
vilshlre Oil Company of Texas 
c/o Britalta Petroleums, Ltd. 
717 B&mlett Building 

\^/ Calgary, Alberta, Canada 

Ret Seven Rivers Hills 
\zi) Valt Agreement 

Eddy County, Hew Mexico 
f 

L Gentlemen: 

fl We are handing to Mr. Foster Morrell, nine copies of 
// application to extend the time In which to commence drilling 
/ a further test well and extension of the torm ef the Seven 

Rivers Hills Unit Agreement to July 1, 1961. this application 
was approved by the Commissioner of Public Lands, February 
16, 1960. 

This approval being subject to like approval by the 
United States Geological Survey and we request that we be 
furnished another copy of this application when i t has been 
fully executed. 

Very truly yours, 
MURRAY E. MORGAN 
Commissioner of Public Loads 

BY; 
Ted Bilberry, Supervisor 
Oil and Gas Division 

MSM/MME/m 
cc: OCC-Santa Fe 

USGS-Roawall 



UNITED STATES 
DEPARTMENT OF THE INTERIOR 

G E O L O G I C A L S U R V E Y 

I . WASHIN3TCNr25. D. C. 

(y 
um 2a wo 

Wilshire Oil CoKpeay of Texas 
c/o Mr. Foster Morrell 
Poatt Office Box 933 
P^mwll, Uw Kesd.cc 

On Metch 23, i960, Arthur A* Saber, Acting Dli-ec ..ccc oT tc* Geologic *0. 
Survey, a&prured year application ..f St&ztxy 29? 2.9'5c>,? ?; <w*-y*ajr 
aacteesiicn until Jaly 1, 1961, of the tera of tiie Sevei ferrers F i l l s 
unit agreeeent, S&Sy County, Sew Mexico, urA for s. Pix-asaatb crteasion 
ezpl?iag midnient Beptenbsr 10, i960, of the tiae vitMa *fcf.cii to 
ci?JB»aDcte the fourth test v * l l . 

naclesad .are five copies of the spprorc-d e&plic&ticc for yoar racsardc. 
I t i s asauned that you wi l l famish, tbe Ltate cf Sw? Ifeacieo txat jay 
crfoev Ir.t^rerfeed priasipals -jfith vb/rtere:? evidssico cf t&ie e^rrcral i * 
debased egyroprlate. 

Tei-y truly yoccei, 

For1, »^» l>ir̂ Ci-c;:* 



O. BOX S 3 3 PHONES: MAIN 2-5230 

OR MAIN 2-0420 

F O S T E R M O R R E L L J 
PETROLEUM CONSULTANT 

NICKSON HOTEL B U I L D I N G 

R O S W E L L . N E W M E X I C O rv 
V 

March 31, I960 

Mr. Clyde N. Stone 
Vice-President, Land Department 
Wilshire Oil Cospany of Texas 
% Britalta Petroleums, Ltd. 
717 Bamlett Building 
Calgary, Alberta, Canada 

Forwarded herewith is an approved copy of application 
of Wilshire Oil Coapany of Texas dated January 29, I960, for a 
one-year extension until July 1, 1961, of the term of the Seven 
Rivers Hills Unit Agreement, Eddy County, New Mexico, and for a 
six-months extension expiring at midnight September 10, I960, of 
the time within which to commence the fourth teet well. Also 
forwarded herewith is a copy of transmittal letter dated 
March 28, I960, from H. J. Duncan, for the Director, to Wilshire 
Oil Company of Texas, in care of the undersigned, advising that 
the above application was approved on March 18, I960, by Arthur A. 
Baker, Acting Director of the United States Geological Survey. 

At tbe time copies of the application of January 29, I960, 
were circulated for execution you were furnished with copies of 
Exhibit "B" revised to January 29, 1960. Attached hereto are 
copies of Exhibit "A" revised to conform to Exhibit "B" to 
January 29, I960. 

By copy of this letter an approved copy of the application 
of January 29, I960, a copy of transmittal letter of March 28, I960, 
and a copy of revised Exhibit !tA;' are being forwarded to the 
working interest owners and representatives of the State of New 
Mexico as listed below. 

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

Dear Mr. Stone: 

Very truly yours, 

5 Signed) Foster Ktorreii 

Foster Morrell 

FM/rpd 

Enclosures 



November 27, 1961 

Gulf Oil Corporation 
P. 0. Box 1938 
Roswell, Mew Mexico 

Re: Termination of Seven 
Rivers Hill* Unit 
Agreement, Eddy County, 
New Mexico 

Attention: Mr. William V. Kastler 

Gentlmen: 

The Commissioner of Public lends has approved the 
Termination of the Seven Rivers Hills Unit Agreement, 
Eddy County, Mew Mexico as of November 27, 1961. 

He are enclosing thirteen Certificates of Approval. 
Please notify us as to the effective date of this term* 
ination. 

Very truly yours, 

E. S. JOHNNY WALKER 
COMMISSIONER OP PUBLIC LANDS 

ESW/mmr/v 
Encl: 
cct Oil Conservation Commission 

Santa Pe, Mew Mexico 

0, 8. Geological Survey 
Roswell, New Mexico 
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„ * •Murray B 

fecIo8Uree) 

°- Box 37i ^^rvatinr, ^ ' 
6 ' ifexloo 



WILSHIRE OIL COMPANY OF TEXAS 
% Britalta Petroleums, Ltd; 

717 Bamlett Building 
Calgary, Alberta, Canada 

January 29, I960 
4\ V 

Commissioner of Public Lands 
State of New Mexico 
Capitol Annex Building 
Santa Fe, New Mexico 

Director 
United States Geological Survey 
Department of the Interior 
Washington 25, D. C. 

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

Wilshire Oil Company of Texas, Unit Operator of the subject unit, 
respectfully requests an extension of time to September 10, I960, to 
commence 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 submits 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 as 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. I t also provides that within ninety days 
following completion of the aforesaid initial test well upon the unit 
area, Unit Operator 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 initial test well, located 1980 feet from the 
north line and 560 feet from the east line of Section 29, Township 20 South, 
Range 26 East, N.M.P.M., was spudded September 30, 1957, and completed on 
January 27, 1958, at a total depth of 3000 feet, plugged back to 2487 feet, 
as a producing oil well with an initial flowing production natural of 12 
barrels of 25.3° gravity oil and 117 barrels of water per day from the 
lower San Andres formation. Crude oil runs from the well totaled 59 
barrels in January 1958, 185 barrels in February and 59 barrels in March. 
The well has been shut in since that time. The tops of geologic formations 
penetrated were: Queen, 427 feet; San Andres, 1384 feet; Bone Springs, 

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

Gentlemen: 

CO COPY 



Commissioner of Public Lands 
Page 2 
January 29, I960 

2520 feet. Surface elevation was 3302 feet. Seven 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 feet from the east line of Section 29, Township 20 South, Range 26 
East, 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 formations 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 gallons and then with 2500 gallons, 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 agreement 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 a 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 production 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. 

While drilling the third test well a drill-stem test was made at 
depths of 9194 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 one 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 mud plus 400 feet salt water. The microlog shows 13 feet 
of good porosity plus 42 feet of broken porosity in this sand section. 
Well 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 months from 
completion of the third test well would expire March 10, I960. Efforts 
are presently being made to evaluate fully the induction-electric logs, 
micrologs, and sonic logs run in the last test well, an integrated velocity 
survey made and the additional sub-surface geological data resulting from 
such drilling, together with the encouraging shows of gas in the 
Pennsylvanian formation particularly in relation to other wells drilled 
or being drilled in the general area. Additional time is needed to 
determine the feasibility and best possible location for an additional 
test well to the Pennsylvanian formation within the unit area. 
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In view of the good faith evidenced by Unit Operator in testing 
the unit area by completion of the two i n i t i a l test wells required and 
the d r i l l i n g of an additional deep exploratory well through the 
Pennsylvanian formation, Wilshire Oil 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 of time expiring September 10, 
1960, within which to commence dri l l i n g 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 d r i l l i n g , 
Wilshire also respectfully requests the approval by the Commissioner 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 
so long thereafter that unitized substances are capable of being produced 
in paying quantitites as defined in Section 20 of said agreement. I t may 
be noted that this unit agreement provided for an i n i t i a l term of less than 
three years, October 1, 1957 to July 1, I960, as compared to present 
practice under standard unit form allowing an i n i t i a l term of five years. 

Six copies of a revised Exhibit "B", dated January 29, I960, 
are submitted herewith. The exhibit shows that the term of a l l 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 instrument i n writing specifically referring hereto. 

Very truly yours, 

WILSHIRE OIL COMPANY OF TEXAS, UNIT OPERATOr 

By /s/ Claude E Peavy 
Vice-President 

Enclosures 

APPROVED: Feb. 16, I960 

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

APPROVED: Mar. 15, I960 

By /s/ Arthur A Baker 
Acting Director 
United States Geological Survey 



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, I960, of 
Wilshire Oil Company of Texas, as Unit Operator, for an extension of time 
expiring September 10, I960, within which to commence dri l l i n g 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 

WILSHIRE OIL COMPANY OF TEXAS 

Date: February 11. I960 

ATTEST: 

/s/ Marion Dodds 
Asst. secretary 
% Britalta Petroleums, Ltd. 
717 ̂ Bamlett. Building 
Calgary, Alberta, Canada 

_ By /s/ Claude £, peavy 
Executive Vice-President 

CARPER DRILLING COMPANY, INC. 

Date: By 
President 

ATTEST: 

Secretary 
200 Carper Building 
Artesia, New Mexico 

PHILLIPS PETROLEUM COMPANY 

Date: . 

ATTEST: 

By 
Vice-President 

Assistant Secretary 
Phillips Building 
Bartesville, Oklahoma 

SINCLAIR OIL & GAS COMPANY 

DATE: . 

ATTEST: 

By 
Vice-President 

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



Dominion of Canada 

////wm/w ) 
Province of Alberta ) ss. 

///AMfW/<fr ) 
60 

On the 11 day of February , 195S, A. D., personally appeared 

before me CLAUDE E. PEAVY } who, being by me duly sworn, did say 

that he i s the Vice- President of WILSHIRE OIL COMPANY OF TEXAS and that said instrument was signed i n behalf of said corporation by authority 

of i t s by-laws (or by resolution of i t s board of dir e c t o r s , as the case may be) 

and said CLAUDE E. PEAVY acknowledged to me that said corporation 

executed the same,, 

/s/ John Doe 
My Commission Expires: Notary Public i n and fo r Dominion of Canada 

Province of Alberta 
at the Queen's pleasure 

STATE OF 

COUNTY OF 

before me 

On the 

\ ss. 

day of ., 1958, A.D., personally appeared 

who, being by me duly sworn, did say 

that he i s the President of 

and that said instrument was signed i n behalf of said corporation by authority 

of i t s by-laws (or by resolution of i t s board of directors, as the case may be) 

and said acknowledged to me that said corporation 

executed the same. 

My Commission Expires: Notary Public i n and f o r 
County, State of 

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 i s the President of 

and that said instrument was signed i n behalf of said corporation by authority 

of i t s by-laws (cr by resolution of i t s board of directors, as the same may be) 

and said acknowledged to me that said corporation 

executed the same. 

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



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, I960, of 
Wilshire Oil Company of Texas, as Unit Operator, for an extension of time 
expiring September 10, I960, within which to commence dri l l i n g 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 

WILSHIRE OIL COMPANY OF TEXAS 

Date: . 

ATTEST: 

By 
Vice-President 

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

CARPER DRILLING COMPANY, INC. 

Date: 2-8-1960 By /s/ Marshall Rowley 
Vice- president 

ATTEST: 

/s/ Glenn A. Caskey 
Asst. Secretary 
200 Carper Building 
Artesia, New Mexico 

PHILLIPS PETROLEUM COMPANY 

Date: By 
Vice-President 

ATTEST: 

Assistant Secretary 
Phillips Building 
Bartesville, Oklahoma 

SINCLAIR OIL & GAS COMPANY 

DATE: By 
Vice-President 

ATTEST: 

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



60 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF EEDY ) 

On the __ day of February ; A.D., personally appeared 

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

that he i s the Vice President of Carper D r i l l i n g Company. Inc. 

and that said instrument was signed i n behalf of said corporation by authority 

of i t s by-laws (or by resolution of i t s board of directors, as the case may be) 

and said Marshall Rowley acknowledged to me that said corporation 

executed the same. 

My Commission Expires: 

10-15-63 

/ g / nh-ri.Q P.hflpi-

Notary Public i n and for Eddy 
County, State of New Mexico 

STATE OF 

COUNTY OF 

before me 

On the 

that he is the 

) 

3 ss. 
) 

day of _, 1958, A.D., personally appeared 

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

President of 

and that said instrument was signed i n behalf of said corporation by authority 

of i t s by-laws (or by resolution of i t s board of directors, as the case may be) 

and said acknowledged to me that said corporation 

executed the same. 

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

STATE OF 

COUNTY OF 

before me 

On the 

that he is the 

) ss. 

day of 1958, A.D., personally appeared 

who, being by me duly sworn, did say 

President of 

and that said instrument was signed i n behalf of said corporation by authority 

of i t s by-laws (or by resolution of i t s board of directors, as the same may be) 

and said acknowledged to me that said corporation 

executed the same. 

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



The Undersigned worlcing 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, I960, of 
Wilshire Oil Company of Texas, as Unit Operator, for an extension of time 
expiring September 10, I960, within which to commence dri l l i n g 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 

WILSHIRE OIL COMPANY OF TEXAS 

Date: . 

ATTEST: 

By 
Vice-President 

Secretary 
% Britalta Petroleums* Ltd; 
717 _3~mlett. Building 
Calgary, Alberta, Canada 

CARPER DRILLING COMPANY, INC. 

Date: By 
President 

ATTEST: 

Secretary 
200 Carper Building 
Artesia, New Mexico 

PHILLIPS PETROLEUM COMPANY 

Date : February 19. 1960 By /s/ B. F. Stradley 
Vice-President 

ATTEST: 

/s/ I . Huflod (/) 
Assistant Secretary 

Phillips Building 
Bartesville, Oklahoma 

SINCLAIR OIL & GAS COMPANY 

DATE: By 
Vice-President 

ATTEST: 

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



STATE OF OKLAHOMA jj 

COUNTY OF WASHINGTON $ 

The foregoing instrument was acknowledged before me this 19thday of 

February , I960, 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/ Marlvn Liahoe 
Notary Public i n 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, I960, of 
Wilshire Oil Company of Texas, as Unit Operator, for an extension of time 
expiring September 10, 1960, within which to commence dri l l i n g 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 

WILSHIRE OIL COMPANY OF TEXAS 

Date: ; By 
Vice-President 

ATTEST: 

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

CARPER DRILLING COMPANY, INC. 

Date: By 
President 

ATTEST: 

Secretary 
200 Carper Building 
Artesia, New Mexico 

PHILLIPS PETROLEUM COMPANY 

Date : By 
Vice-President 

ATTEST: 

Assistant Secretary 
Phillips Building 
Bartesville, Oklahoma 

SINCLAIR OIL & GAS COMPANY 

DATE: Fph. 10, I960 By / R/B. T.. mR-hn-
Vice-President 

ATTEST: 

/s/ R. J. Silah (?) 
Assistant Secretary 

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



STATE OF TEXAS ) 
) ss. 

COUNTY OF MIDLAND ) 
60 

On the lO^h day of February f 1998> A.D., personally appeared 

before me R. L. Els ton f who, being by me duly sworn, did say 

that he i s the _____ P r e s i d e n t of SINCLAIR OIL & GAS COMPANY 

and that said instrument was signed i n behalf of said corporation by authority 

of i t s by-laws (or by resolution of i t s 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: 

June 1, 1961 

Notary Public i n and for Midland 
County, State of Texas 

STATE OF 

COUNTY OF 

before me 

On the 

that he is the 

) 

\ ss. 
) 

__ day of _, 1958, A.D., personally appeared 

who, being by me duly sworn, did say 

President of 

and that said instrument was signed i n behalf of said corporation by authority 

of i t s by-laws (or by resolution of i t s board of directors, as the case may be) 

and said , acknowledged to me that said corporation 

executed the same. 

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

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 i s the President of 

and that said instrument was signed i n behalf of said corporation by authority 

of i t s by-laws (or by resolution of i t s board of directors, as the same may be) 

and said acknowledged to me that said corporation 

executed the same. 

My Commission Expires: 
Notary Public i n and for 
County, State of 
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IX-0703*4, *a ie_ es?lf -« #_ 3mm 30, 1959. sskifclt "B t e 

•lews tee tags' in f*e»ti©» m wait ttect 1. 

2- b. fee* eaf>le« e f a i c t i f l ee t i ee and Jeie4*r the 
wait esesetifts ee**«a*at, eMeetse by H » . IU I , B»yU 
e*4 ft. 1. ftwjrl* alee x-Leti^g te feeasel land mutt tract 1. 

l y wirtua e f the S a t i i i c * t lot s cad J»ieeet» l is ted « • l -a 
mad i-b ebeve, Stat* e i Sew Kasicc i*n«i unit treet le i s eeasidare-
affsefcively ffemUlisiil te the Sevew Sivet . m i l e wait • a f s s — s t , « r f *e t i - « 
iwae 1, 19S9, tea f i r s t day et the seeta feliswiaa f i l t a t e£ the 
a_tif.nettoes see* Je ieet ts . 



ly vlrta* •£ eh* Ratifications see Jaiintafs ll*t*4 as 2-e 
*-4 2-a t*o—i» f*es*el iasMt wait ttect I (laasa is* 06*471) 1* eos-
sieets* ef festively eassjitts*" te tba S « « M *_*•** Ki l l* wait egra*-
east, *f£actt*« es #f tbe effaetiiNi est* ef tha bus*. 

Cspies ef tbe Uatlfic*ti««s mmi Jeieears et* baiag eistfihate* 
to egpeafgiete Pseassl •fit*** far laeiesisa ia tba official emmm 
rsecrds. ft ia esses** y»» will fttroish ether la&erastad parti** 
with ffteptleti eeleaee* af tela acties. 0«a espy ef eee* of tht 
aetlffssttsee mmd Jsiaear* liatc* mm l*e» l»fe. aee* t«* stew* i* swr-
ptas ta ee* —aAt as*' is re&traae harawit-. 

Vary trsiy yevrs. 

4mm a, jgfstRsoH 
Ssglemal Cii *a4 Sea Superviser 

g»*i©*ur*a 

Copy to: Hash, (w/cy of Joinders) 
Astasia («/ey of Jcinders) 
BlM~»anta Pa (w/cy of Jela4ers) 
Stata l*ad Offies, (Mrs. Shea) (letter only) 
KtfOQC (Utter only) 



P. O. Box 6721 
laewell. Mew Mexico 

H&rvay, Bow & 8i*hls 
Hiaki* Building 
Beetle 11, Sew &£xl««t 

Gcatlsnem 

twill will aek*iet#le4g3 raceipt »f ths following dectexmta 
relatiaa. to tha Ball lake imit agre««mt {Mv. 14-0;i-wi~i066), U*a 
County, eee »exi*»t 

1- a. Fi*a aopias a Cos**ut aad Ratification of tha 
ttatt aft**a-&t, executed fey Melee Sefiaerlee, ine, 
*iae4 exhibit '*8M shea* Beaald 1. Asdereea m a a l l t»* 
cord titia ami -aorkiag interest in Federal laud unit 
tree* 1 Ciaaaa a«-03». Sswe***, By decision datad 
September 11, 195$, tha Bat*** af land Hse*#aa»»t ap~ 
pssted aa «aai£i«naat «f laaaa RK-03-9 ie i u anti rety 
imm Aadexsea to Hsiao. Moeptance and epprevel ef 
Continental Oil Company, imit operator ia affixed te 
eeeh espy ** the iatificatiee and Jcindat. 

three copies of « Sstlfieatlea ead Pindar te tha 
-ait operatisg asreeswat, exaeeted lay Malco Saflaeriaa, 
Ia*.» alao relation te Federal land uait tract 1. 

2-a. Few* capiat of a aaifieetJoa aad Joinder to tint 
aait ureaeaat. axeevted by Ouie* Oil Coapany ef Cali-
forela* ieeihit "_f' abova Ifolse Oil Ceapaay cf Call* 
feroia eee* resard tltla etad workiR* interest ia State 
ef aew Mexico land unit tract Ma. a€U Appreeel aad 
Coaa«ftt ef Ceatiaentsl Oil Ceaeaay, wait operator, ia 
affixed to each copy of the *atiil*uttioo and Joinder. 

2-e. three eepi«« of a Satlfieetioa aad Joinder to tha 
wait ©pa rat lng ogreeeeat, exeeesed ay Salon Ml Cceeaay 
ef Califerui* elae relating to State lend wait tract 
Ha. m 

3. Peer aspta* PC a Salification and Jcisder to th* 
wait agroaaaart, executed hy Wttllee A. Sahulta. «hile 

October 6, 1$$$ 



revised Ishihit " r ahm* Nr. ichulte mm m interest 
ttt fees**! lead wait erect 3, (lee** IW-059?) your 
latter ef Seetesdter 23 states he eee acquired m wvar-
ridlag royalty iwfteseat ie aaid teed, Mcsptaace sed 
Approval ef ^atiiaeneal Oil Cweseny, ueit ofns rater, ead 
Sigaal M l eed See C*apae*« weffelag iotaxast ovnar af 
eeit treat 3 ia affixed te asah eee? ef tha Ratification 
ead Jeieder. 

ay vtrtee ef the Ratification* and Jat&dere listed aa l*a 
esd l«h efeevs, Pedasei lead unit treat 1 (leaae HB-03*) ia considered 
etieetlealy e«a_i«€e4 te the Sell Lake woit agraaaaat, effective 
October 1, 1959, the first day ef the waste fall****® fitias of tha 
fiatlfiaatiene and Jeiadera. 

ay virtee »f th* Ratification* aad Joinders Hated ea 2«* 
aad l~b shave, St**a lead imit treet Se. m ie ecoaioered effectively 
eoaeitaaa to tbe Ball Lai* is»lt agreeawet, effaetlv* Octoaer 1, 1559, 
the first day ef the seech fsZleeieg filiac tha Justification* *nd 
Joicdets. 

ay virtu* ef the Eat i fleet i©ca aad Jaitiders listed aa So. J 
shove, tha overriding royalty l»tereat is rede rel lead itait tract 3 
owtsed hy Kr. Bchaite, is ctmatdered effectively eess&t&ed te tha sail 
Lafce wait agreement, effcee*iv& ©eteber 1, MS*, tha first day of the 
aofita following f i l let ** tk* Setlfieatloas sed Joinder*. 

Capias ef tha Ratifications as4 Jeiadera ara hales distri­
buted to appropriate Federal of tfteea fcor iecluaiea la tha official 
case record*. It ia assessed yea v i l l furbish ether iatevrtited psrtiee 
with appfepriata evidence of thia act lea. €t» eepy ef the iatifiea-
ttem aad Jeiodar* listed aa 1-a «i©ve is aasptae ta eer seeds aad ia 
returaed bsaawltfc. 

Very truly yevra, 

» 1 S K. TTOHASSî  
Acting Oil aad Gea Supervisor 

EneUawre 

Copy to: Washington (v/cy of Jeiadera) 
Artesia (e/cy of Joinder*) 
SLM-Santa Pe (v/cy of Jcixidera) 
Stat* Lead Office, (Mrs. Rhea)(Letter only) 

( flWOCC (Letter Only) 



f w* 

PHILLIPS PETROLEUM COMPANY 
P E R M I A N B U I L D I N G 

L A N D A N D G E O L O G I C A L D E P A R T M E N T 
M I D L A N D D I V I S I O N 

MIDLAND, TEXAS 

May 21, 1959 

Re: G. F. 11123 
Seven Rivers H i l l s Unit Area 
Eddy County, New Mexico 

The Honorable Pete Porter 
Oil Conservation Commission 
State Capitol 
Santa Fe, New Mexico 

Dear Sir: 

Attached hereto i s one copy of each of the following instruments: 

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

2. Phillips Petroleum Company's Consent and Ratification 
to the Unit Operating Agreement covering the Seven 
Rivers H i l l s Unit Area. 

3. Designation of Agent, form whereby Wilshire Oil Company 
of Texas designates Phillips Petroleum Company as their 
Agent on certain lands covered by the above captioned 
unit. 

4. Designation of Operator, form 9-1123 whereby Wilshire 
Oil Company of Texas designates Phillips Petroleum 
Company as their Operator on certain lands covered by 
the above captioned unit. 

These instruments are sent to you for your information. I f you desire 
any further information, we w i l l be more than glad to furnish i t . 

Very t r u l y yours, 

FB:lf 
Worth E. Whitworth 
Asst. Contract & T i t l e Supervisor 

Attachments 

C C : M r . R . B . J o h n s t o n It's Performance That Counts 
FLITE-FUEL — TROP-ARTIC 



CONSENT AND RATIFICATION OF UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION OF 

THE SEVEN RIVERS HILLS UNIT AREA 
COUNTY OF EDDY, STATE OF NEW MEXICO 

NO. / f - 08-OQ] - 3^00 

WHEREAS, heretofore on the I 3 "'day of M } I °}$7 

certain parties entered into a certain Unit Agreement covering the fol ­

lowing described landa, to wit: 

New Mexico Principal Meridian 
Township 20 South, Range 26 East 

Acrea 
Section 19: Lots 3, 4, SJNEfc, E £ 3 ¥ £ , SE£ 400.04 
Sectiona 20, 21. 22: All 1,920.00 
Section 27: NWfc, w£sw£ 240.00 
Sections 28, 29: All 1,280.00 
Section 30: Lots 1, 2, 3, 4, E M , E£ (al l ) 639,84 
Section 31: Lota 1, 2, 3, 4, E|W£, Eft (»11) 639.34 
Sections 32, 33: All 1,250.00 

Township 21 South, Range 25 East 

Section 3: Lots 2, 3, 4, 5, 12, 13, NWt 3W£ 246.31 
Section 4: Lots 1 through 16, SW£, N ŜEfc, SW£SS£ 876.80 
3ection 5: Lots 1 through 16, s i (a l l ) 917.98 
Section 6: Lots 1 through 18, EiSWL SE£ (al l ) 918.27 
Section 7: Lots 1. 2, 3, 4, EjwjL 3 (a l l ) 638.88 
Section 8: Ni, SW£, N^SEi, SwJsEt 600.00 
Section 9: N£NW£ 80.00 
Section 18: Lota 1, 2, 3, 4, Ê NWfc, W£NB£ 317.92 

Total 10,995*38 

WHEREAS, Phillips Petroleum Company is the working interest 

owner of Tract No. 16 set out in Exhibit "BM attached to said Unit Agree­

ment; and 

WHEREAS, the Unit Agreement provides that after operations are 

commenced thereunder the right of subsequent joinder by a working interest 

owner i s subject to such requirements or approvals, i f any, pertaining to 

such joinder as aay be provided for in the Unit Operating Agreementj and 

WHEREAS, by consent and ratification said Unit Operating Agree­

ment, executed by Phillips Petroleum Company and Wilshire Oil Company of 

Texas, as operator, under aaid Unit Operating Agreement of even date 

herewith, a l l requirements or approvals provided for in said Unit Opera­

ting Agreement hare been satisfied as of data. 

NOW, THEREFORE, for and in consideration of the premises and 

other good and valuable consideration Phillips Petroleum Company doea 



h sre by ratify and cons ant to a l l of tha tama and provisions of aaid 

Unit Agreement as provided in_ Section 30 af aaid Unit Agreement. 

EXECUTED thia day of M 6+y , 195*. 

Xss "5'la?iT"Tec"re tar y' 

PHILLIPS PETROLEUM COMPAMT 

Vice President 4: 3t> 

£ t f 7 

\. A / 
< V V' a »' 

STATE OP OKLAHOMA | 

COUNTY OF WASHINGTON { 

Tha foregoing instrument was acknowledged before ma thia / ^ t day 

of . 7 , 1959, by /g ff^^^ Tice Preeident 

of PHILLIPS' PETROLEUM COMPANY, a Delaware corporation, on behalf of aaid 

corporation. 

iSfSP T B L IC ; ; 1 

. > V'c *, a ivy T V ;i' e u 

Notary Public \ n and for Washington 
County, Oklahc 



CONSENT AND RATIFICATION OF UNIT OPERATING AGREEMENT 
COYER INO SETS* RIVERS HILLS UNIT AREA 

SECT COUNT!, HEW MEXICO 

W I T N E S S E T H ! 

WHEREAS, heretofore on the U day of Mir*^- tQ17 . 

a certain Unit Agreement for the development and operation of tha Sevea 

Rivers Hills Unit Area, located in the County of Eddy, State of lev mexieo, 

was entered into by and between certain of the owners of the unit area; 

and 

(TriEREAS, said Unit Agreement has by instrument of even date 

herewith been consented to and ratified by Phillips Petrols van Company, the 

owner of the working interest in tract No. 16 aa shown on Exhibit »B* of 

said Unit Agreement; and 

WHEREAS, certain owners of working interest included In said 

Unit Agreement entered into a Unit Operating Agree mint pursuant to tha 

terms of said Unit Agreement on the 13 day of March, 1«37 t 

and 

WHEREAS, Section No. 27 of aald Unit Operating Agreement provides 

in part that any working interest owner desiring to Join subsequent to the 

effective date thereof ahall be permitted to join only in accord vith sueh 

terms and conditions as then may be agreeable to the unit operator; ane 

WHEREAS, Phillips Petroleum Company desires to ratify and con­

sent to the teres of and join in said Unit Operating Agreement as of tha 

date hereof, and on the following terms and conditions which are agreeable 

to the Wilahire Oil Company of Texas as unit operator. 

NOW, THEREFORE, for and in consideration of the premieee and other 

good and valuable consideration, Phillipe Petroleum Company doss hereby ratify 

and consent to a l l of the teres and provisions of said Unit Operating Agree­

ment and join in said Unit Operating Agreement, subject only to tha follerlnf 

terms and conditional 

1. That nothing contained in aald Unit Operating igjsseent er tela 

Ratification shell change the rights aad duties of Phillipe Petroleum Geepeey 

under that certain Agreement executed by Carper Drilling Company aad Phillips 

Petroleum Company ef even date hereof} aad 



2. Wilshire Oil Company of Texas as unit operator under said 

Unit Operating Agreement certifies that pursuant to the terms of Section 

3 thereof working interest owners of an area of less than the area core red 

by the entire Unit Agreement did agree as to a manner of paying the coat of 

drilling snd completing and/or plugging or abandoning a l l wells drilled 

heretofore on the unit area and such costs were paid and that no part of 

the cost or expense heretofore incurred in operationa of the unit area w i l l 

be charged against the interest of Phillipe Petroleua Company; and 

Further, Wilshire Oil Company of Texas aa unit operator under 

said Unit Operating Agreement hereby signifies that the terms and conditions 

of this Ratification and Consent are in accordance with terms and conditiona 

which are agreeable with i t as unit operator within the meaning of Section 

2? of said Unit Operating Agreement as of the date hereof. 

EXECUTED this / V — day of , 1959. 

PHILLIPS PETROLEUM COMPANY 

By 
Vloe President J-.(L 

1**1 

WILSHIRE OIL COMPANY OF TEXAS 

Vice Prealdent 

Asst. Secretary 



STATE OF OKLAHOMA \ 

COUNTY OF WASHINGTON j 

The foregoing inetriaesnt was acknowledged before ea this 

^ d*y o f > > • . X959, by 

Vice-President of PHILLIPS PETROLEUM COMPANY, a Delaware corporation, oa 

behalf of said corporation. 

W Caeaiission Erpiresi .. / h i J / rrTi^ /»*i < 
Notary 

r f [ //^V Washington County, 
. :«>>""--A'^£ t L J . okiah 

- c s t C F K • f 

K T / , ' •• , y „o 

DOMINION OF CANADA )• 
WWW i 

)VINCE OF A L B E R T A t 
The foregoing instrunent was acknowledged before ae this 

day of , 1959, by 

\IJU<LA. @\tM-tft ,^ot wnarmE OIL COMPANY OF TEUS, > l u u c»poi»tion. 

on behalf of said corporation* 

My Coonission aaeeree: 
yo^^r^p^iic ^ a n d for 



Federal Ser ia l N.M. - 03203 
Eddy County, New Mexico 

Supervisor, O i l and Gas Operations: 

DESIGNATION OF AGENT 

The undersigned i s , on the records of the U. S. Geological Survey, 

I i i i t Operator of the Seven Rivers H i l l s Un i t , No. LU-08-001-3900, embracing 

i n part the hereinbelow described acreage, and hereby designates 

NAMEs PHILLIPS PETROLEUM COMPANY 

ADDRESS: B a r t l e s v i l l e , Oklahoma 

as i t s agent, w i t h f u l l au thor i ty to act i n i t s behalf i n complying w i t h the 

terms of the Seven Rivers H i l l s Unit Agreement and regulations applicable 

thereto and on whom the supervisor or his representative may serve w r i t t e n 

or o ra l ins t ruc t ions i n securing compliance w i t h the O i l and Cas Operating 

Regulations w i t h respect to a l l operations invo lv ing the fo l lowing lands com­

mitted to said Seven Rivers H i l l s Unit Agreement: 

Lot S, Section 5, Township 21-South, Range 25-East, 
N.M.P.M., Eddy County, State of New Mexico 

I t i s understood tha t th i s Designation of Agent does not re l ieve the Unit 

Operator of r e s p o n s i b i l i t y or compliance w i t h the terms of the leases, the 

Seven Rivers H i l l s Unit Agreement, and the O i l and Gas Operating Regulations. 

I t i s also understood that t h i s Designation of Agent does not const i tu te an 

assignment of any in teres t i n the leases involved. 

I n case of de fau l t on the part of the designated agent, the Unit 

Operator w i l l make f u l l and prompt compliance w i t h a l l regula t ion lease terms 

or orders of the Secretary of the I n t e r i o r or his representat ive. 

The Unit Operator agrees promptly to n o t i f y the O i l and Gas 

Supervisor of any change i n the designated agent. 

UNIT OPERATOR: 

May 14, 1959 
(Date) 



Korm *-U*S (Subj r i t i n Tripiieci*} 

SUPERVISOR, ( . ' l i . AN!) GAS OPERATIONS: 

DESIGNATION OF OPERATOR 

i unite iMftneJ is, on the recoids ot .lie B iran of Land Management, holder or oil ami /;as iea** 

i \ . i RK i i .AND O F net: WtHf M S B i * * 
i K U l . \ « . : | . l b 

and ov uo senates 

NAME: ffcUiiea *SA*%I.*B# $m$m2® 

... ru- r, ;•;•••.»•atul agent, w.ih ful l xuthomv to ict tn his V-ehalf in complying with the ier.T; o'. tht sr».i 
•. • a: ; in at L- thert'o and on wl-o;:, hr ,.,pr;>;-or oi his .rt pre .entanve ray x r , c v-inten cr c: U 
in-o .n> .;: .'Miring voinpliamc with the ( )ii ..no Cia* • >VC-A>ing Regulations with respect ui : de:-cnrx. a-.reâ e 
to M.ji:i ;i th;- i.esigr:.utoi» is applicable ) : 

OOIIK*?, «f S«sf Sassis* 

:v..k- •::KJ x thi* iii!'- dey.pr.aticn ot npentot iir,»< act relieve the ii-ssee of responstbihti M-
Li'i. (.• iii? least, .ind the Oil an*; Gas Ofcrat-.m Regulations it i i also understood thai thii <iev% 
>;:•.(•..!or dues not cunstiturc an assman.e-st of :oi\ interest in th<* lease. 

In ( o t o. default on ihe part ot the designated operuor. the lessee will make ful l and prompr compliance 
nh ail KV'.iaiiOiiv lca>c terms, or orders o." tiie Secretary of the Interior or his representative 

1 he lessee ,tgiet> promptly to notify the uo .ird âs supervisor of an;, i.hanj>e in the ilesi.roaiei' ortentor 

OIL zoimm car TOLAS 

o. / S 

Mmt 1-4... C . ^ l i k ^ . £ , t « i u 
Date) 

u s 1( a^ntdfc? N ; I * I L , v i e : 16-—6JA»S : 

LLEGIBLE 



P. O. BOX 933 P H O N E S : M A I N 2 - S 2 3 0 
OR M A I N 2 - 0 4 2 0 

F O S T E R M O R R E L L 
P E T R O L E U M COtyLS^LTANT 

( • N I C K S A N H O T E L B U I L D I N G 

R O S W E L L . N E W MEXICO 

©eeenker 5, 1958 

I { 

) 

Mr. Clyde li, Stone 
Wilshire Oil Coapany of Texas 
717 Baalett lolldlag 
Calgary, Alberta 
Canada 

As: Sevan Hlvera Mile Chit 
Mdy County, Hew Mexico 
Order Ho. Hr973 
Case No. 1224 

Dear Itr. Stems: 

Inclosed ia the original of letter dated Deoeafter 2, 1958, 
from Mr. H. J. Duncan, advising that on Hoventber 25* the Acting 
Director of the 0, S. Geological Survey approved the application of 
Wilshire Oil ttxnpeny of Texas for a six (6) snathe extaotion of tine 
expiring June 6, 1959, within which to coamence drilling the third 
teet well under the Seven Si vera Hills Unit Agreement, New Mexico, 
No. 14-03-001-3900. 

Very truly yours, 

C0P¥(0riginai Signed) Foster Morrel! 

Foster Morrell 

FM/fs 

oes^ Mr. A. L. Farter, Jr. (enclosure) 
New Mexico Oil Conservation Ctoomiasion 
P. 0. Box 671 
Santa Fe, Nev Mexico 

cc: Mrs. Marian M. Rhea (encloaxire) 
State Land Office 
P. 0. Boat 971 
Santa Fe, New Mexico 

Enclosure 



UNITED STATES 
#EIM^TRMENT OF THE INTERIOR 

GEOLOGICAL SURVEY 
W A S H I N G T O N 25. D. C. 

RECEIVED DEC 51958 

DEC •? 1958 

Wilshire Oil Coapany of Texas 
c/o Mr. Foster Morrell 
Post Office JSciac 933 
Roswell, New Mexico 

Gentlemen; 

fhn NwwnUei G5-y.-£958, Arthur A. Baker, Acting Director 
of the Oedj^ieal Sbrvey, approved your application for a six-month 
extension of̂  t l a i expiring June 6, 1959, within which to consaence 
drilling the third teat well tinder the Seven Rivers Hills unit 
agreement, New Mexico, No. 14-08-001-3900. 

I t i s assumed that you will furnish the State of 
New Mexico or any other interested principal with whatever evidence 
of this approval is deemed appropriate. 

Inasmuch as only three executed copies of the application 
were submitted, we are unable to furnish you an approved copy. 

Very truly yours, 

For the Director 



October 7, 195? 

Rel Proposed Leven Fivers' 
^OUls-Saitr 

Kddy County, Nev Mexieo 

Wilahlre Oil Company cf Texas 
Leggett Building 
Midland, feces 

Attention Frank W. Lake 

Gentlemen j 

In response te Fester Morrellfs letter of Septeaber 13, 1957, ve wish to at vise 
that tide ooapaay deelines to join ie the JBevea Fivers Hills Unit aa proposed 
by you. Xasjassta, es our laveststent in the acreage whieh jm. desire to include 
in the wit is a pert of ear exploration program aimed at evaluating tha deeper 
horisoas, ve deem it neither Ss the best interests of ©ur eompany, nor of the 
public, that aueh deeper evaluation be handicapped, if net prevented, by tha 
contribution ef our aereage te a shallow plan of axpleration. 

At the aeeting 1st your offlees July 1$, our eotspeay rapreeantatlves presented 
a proposal whieh our nanagaaent veuld consider whereby ve would join the unit 
as yeu propoea with eerteia technical changes agre«able te you. Whereby, under 
a sjodified eparating agrswssitt, our eonpaay would eonduet a geophyeical survey 
with SB option te earn one-half sf your deep rights by tha drilling of a deep 
teet. As you Bay recall, this proposal v&e declined, however, i f you thought 
susa a proposal oould be concluded, ve would still attempt te work out sueh a 
prog ran. 

The ajtian» variance in coats froa •hallow to deep drilling as sensidered here 
weuld stake it sees unwise to expect the saae unit —ears interested in drill­
ing shallow tests te be willing te participate im deep drilling. neither would 
a prudent operator thin out sis deep rights over s large ares, vhen it would 
appear probable that ahould he propose a deep test, his only protection 



page - 2 -
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CRiS'.NAL SIGNED BY 
R. W. BARKER 

B. ti» Biflftor 

Fester tieJ'** -̂

Stata e*p i j£ Z S S r 
Santa Te, »** M « s A * e 

« —Ma km W »•*•»»* f** 

State JapiJ* tSS; 
Saata *a» *•* 

B. Johaetoa 



MAIN OFFICE OCC 

1S57JUL i u /SH 8 ! 2© 

In reply refer tot 
Unit Division 

Mr. Foeter Morrell 
P. O. Box 933 
Roswell, New Mexieo 

Re: Seven Rivers Hills Unit Agreement -
Wilshire Oil Company of Texas, 
Operator 

Dear Mr. MorrellJ 

The CoBsniesloner of Public Lands has approved the 
Seven Rivers Hills Unit Agreement as of July 29, 1957. 

We are handing you herewith fourteen executed 
Certificates of Approval. 

Also enclosed is a temporary receipt In the amount 
of $95«00, covering the filing fse for nineteen sections 
or parts thereof within the Seven Rivers Hills Unit Area. 

Our Official Receipt will he sailed to you as soon 
as i t Is issued. 

Very truly yours, 

MURRAY E. MORGAN 
Commissioner of Public Lands 

Byi Ted Bilberry, Supervisor 
Oil and Oas Department 

MEMtMMR/ra 
Enc. 

cct OCC-Ssnts Fe 
USOS-Roswell 

July 29, 1957 

1 



March fi, 1957 

In reply refer tot 
Unit Division 

Mr, Foster Morrell 
Petroleum Consultant 
P. 0. Box 93 
Roswell, New Mexico 

Rej Seven Rivers H i l l s Unit -
Edey County, New Mexico 

Dear Mr. Morrel1: 

This Is to advise you that ths revised form 
of Seven Rivers H i l l s Unit Agreement vas approved 
as to form and context bv • r. Oscar Jordan, attorney 
for this o f f i c e , as of Marc* 7, 1?5?« 

Very t r u l y yours, 

MURRAY E. MORGAN 
Commissioner of Public Lands 

By: Tfcu Bilberry, Supervisor 
Oil and Gas Department 

MEMtMMR/m 

cc: QCC-Santa Fe 



OIL C O N S E R V A T I O N C O M M I S S I O N 
P. • . BOX 871 

S A N T A FE, N E W M E X I C D 

April % 1957 

Mr. Foster Morrell 
P.O. Box 933 
Roswell, New Mexico 

Dear Sir: 

We enclose two copiea of Order R-973 issued April 5, 1957, by 
the Oil Coaservatioa Coaaisalon in Case 1224, which was heard on 
March 20th at Santa Fe. 

Very truly yours. 

A. L. Porter, Jr. 
Secretary - Director 

bp 
Ends 



orncE or TMI 

March 8, 1957 

n reply refer to: 
Unit Division 

Mr. Fostsr Morrsl1 
Petroleum Consultant 
P. O. Box 93 
Roswell, New Mexico 

Ret Seven Rivers Hills Unit 
Eddy County, New Mexico 

Deer Mr. Morrell: 

This is to sdvlss you that ths revissd form 
of Ssvsn Hlvsrs Hills Unit Agreement was approved 
ss te form and context by Mr. Oscsr Jordsn, stterney 
for this offics, as of Msrch 7, 1957. 

Very truly yours, 

MURRAY E. MORGAN 
Cosaaissioner of Public Lands 

By: Ted Bilberry/ Supervisor 
Oil snd Oas Department 

MEM:MMR/m 

cc: OCC-Sante Fe 



OIL CONSERVATION COMMISSION 
SANTA FE, NEW MEXICO 

Date 3/Z 7^/i> 7 

CASE_ / 2 2 *-/ Hearing Date 2./loJs~7 

My recommendations for an order in the above numbered cases are as follows: 

Stuff Meiiil 



) 

OIL CONSERVATION COMMISSION 
SANTA FE, NEW MEXICO 

Date 

CASE Hearing Date /*?v> 

My recommendations for an order in the above numbered /Jases are as follows: 

Staff Member 



No. 9-57 

DOCKET: EXAMINER HEARING MARCH 20, 1957 

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

The following cases w i l l be heard before Daniel S. Nutter, Examiner: 

CASE 1224: Application of Wilshire O i l Company of Texas for approval of 
i t s proposed Seven Rivers H i l l s Unit Agreement located in Eddy 
County, New Mexico, in accordance with Rule 507 of the New 
Mexico Oil Conservation Cemmission Statewide Rules and Regula­
tions. Applicant, in the above-styled cause, seeks an order 
granting approval of i t s Seven Rivers H i l l s Unit Agreement 
embracing 10,995.88 acres, aore or less, of federal and state 
lands situated in a l l or portions of Sections 19, 20, 21, 22, 
27, 28, 29, 30, 31, 32 and 33, Township 20 South, Range 26 East, 
and a l l or portions of Sections 3, 4, 5, 6, 7, 8, 9 and 18, 
Township 21 South, Range 25 East, a l l in Eddy County, New 
Mexico. 

CASE 1225: Application of Moab Drill i n g Company for an order authorizing 
a pilot waterflood project in the High Lonesome Pool, Eddy 
County, New Mexico, in exception to Rule 701 of the New Mexico 
Oil Conservation Commission Statewide Rules and Regulations, 
and further, approval for the d r i l l i n g of several unorthodox 
locations for water injection wells in said pool. Applicant, 
in the above-styled cause, seeks an order authorizing a pilot 
waterflood project in the Queen formation of tbe High Lonesome 
Pool, said project to be effected by means of water injection 
through the d r i l l i n g of approximately s i x wells in Sections 15 
and 16, Township 16 South, Range 29 East, Eddy County, New 
Mexico. Applicant also seeks Commission approval for the d r i l l ­
ing of these six unorthodox locations to serve as the water 
injectien wells in the High Lonesome Pool. 

CASE 1226: Application of Magnolia Petroleum Company for permission to 
move d i s t i l l a t e off the lease before being measured, to produce 
more than eight wells into a single tank battery and for per­
mission to commingle d i s t i l l a t e from the Blanco Mesaverde Gas 
Pool and an undesignated Pictured C l i f f s Gas Area in Rio Arriba 
County, New Mexico, in exception to Rules 303, 304 and 309 of 
the New Mexico Oil Conservation Commission Rules and Regulations. 
Applicant, in the above-styled cause, seeks an order to move 
and commingle the d i s t i l l a t e produced from the Pictured C l i f f s 
and Mesaverde formations from i t s Cheney-Federal lease covering 
SE/4, SE/4 NE/4, and E/2 SW/4 Section 4, E/2 and SW/4 Section 
8, W/2 and W/2 E/2 Section 9, and A l l Sections 16 and 17, Town­
ship 26 North, Range 2 West, to a separate tank battery on i t s 
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CASE 1226: J i c a r i l l a "H" Lease in the SE/4 of Section 2, Township 26 
Continued North, Range 3 West; applicant further desires to move the 

d i s t i l l a t e produced from the Pictured C l i f f s and Mesaverde 
formations from i t s J i c a r i l l a "D" Lease covering A l l Sections 
13, 14, 23, and 24, Township 26 North, Range 3 West, to i t s 
J i c a r i l l a "H" Lease, covering A l l Sections 1, 2, 11, and 12, 
Township 26 North, Range 3 West, and to commingle the pro­
duction from the said two leases in a common tank battery in 
the SE/4 of Section 2, Township 26 North, Range 3 West; Appli­
cant further desires t© move d i s t i l l a t e produced from the 
Pictured C l i f f s and Mesaverde formations from i t s J i c a r i l l a 
"E" Lease, covering A l l Sections 11, 12, 13, 14, and the S/2 
of Section 15, Township 27 North, Range 3 West, and i t s 
J i c a r i l l a "F M Lease, covering A l l Sections 22, 23, 24, and 27, 
Township 27 North, Range 3 West, to i t s J i c a r i l l a "G" Lease 
covering A l l Sections 25, 26, 35, and 36, Township 27 North, 
Range 3 West, and to commingle the production from the said 
three leases in a common tank battery in the SE/4 Section 26, 
Township 27 North, Range 3 West, a l l in the Blanc© Mesaverde 
Gas Peel and an undesignated Pictured C l i f f s Gas Area, Rio 
Arriba County, New Mexico. 

i r / 



P. O. BOX 933 P H O N E S : M A I N 2 - S 2 3 0 
OR MAIN 2 - 0 4 2 0 

FOSTER MORRELL 
PETROLEUM CONSULTANT 

N I C K S O N HOTEL B U I L D I N G 

R O S W E L L . N E W M E X I C O 

February 26, 1957 

Mr. A. L. Porter, Jr. 
Oil Conservation Commission 
P. 0. Box 871 
Santa Fe, New Mexico 

Re: Seven Rivers Hi l l s Unit 
Eddy County, New Mexico 

Dear Mr. Porter: 

Transmitted herewith i s a copy of the proposed unit agreement 
for the Seven Rivers H i l l s Unit Area, Eddy County, New Mexico, with 
Exhibits "A" and T,B" attached. Wilshire Oil Company of Texas is the 
unit operator. 

The Acting Director, U. S. Geological Survey, by let t e r dated 
December 4, 1956, copy attached, designated 10,995.88 acres of land i n 
T. 20 S., R. 26 E., and T. 21 S., R. 25 E., N.M.P.M., as a logical unit, 
to be known as the Seven Rivers H i l l s Unit Area, and approved the form 
of unit agreement. 

Wilshire Oil Company of Texas hereby respectfully requests 
the approval of the unit agreement by the Oil Conservation Commission 
of New Mexico, and for such purpose petitions said Commission to enter 
this case on the docket for the regular hearing on March 14, 1957, or 
for an examiner hearing to be held on or about that date, whichever is 
preferable or more convenient to you. 

Very t r u l y yours, 

/VILSHIRg OIL COMPANY OF TEXAS 

r r e l l 
I t s Representative 

FM/as B ^ ^ ^ f c r ^ 
Enclosures Foster Morrell 

cc/ Mr. Clyde N. Stone 
Wilshire Oil Company of Texas 
Leggett Building 
Midland, Texas 



UNITED STATES 
DEPARTMENT OF THE INTERIOR 

GEOLOGICAL SURVEY 
WASHINGTON ZS, D. C. 

DEC -1 '356 

Mr. Foster Morrell, Ager.t P, j-* £ [ j /t n ̂  ̂  ; j 
Wilshire Oil Company of Texes 
P. 0. Bex 933 
Roawell, few Mexico 

Dear Sir: 

Referer.ee is made to your application of October 24-, 1956, 
filed with the Oil and Gas Supervisor, Roswell, Kew Mexico, requesting 
designation of 10,995.38 acres ir Eddy County, Kew Mexico, aa logically 
subject to exploration arid development under the unitization provisions 
of the Mineral Leasing Act, as amended. Reference is also made to the 
three copies of a proposed form of agreement filed with the application 
for preliminary approval. 

Pursuant to the regulations of December 22, 1950, 30 C.F.R. , 
226.3, the following described land is designated as a logical unit, 
to be known as the Seven Rivers Hills unit areat 

; sw Me;,.-- Priflcipai Karld.*, 
TnwnaMr, 20 South. Range 26 E a s t 

Acres 
Section 19l lots 3,U, S#,E£, E^S!#£, S_i 400.04. 
Sections 20, 21, 22s Al l 1,920.00 
Section 271 Ntffc, W*SW£ 240.00 
Sections 28, 29» Al l 1,280.00 
Sectior 30» Lots 1,2,3,4, E ^ , - J (all) 639.84. 
Section 31i Lots 1,2,3,4, E M » I t (all) 639.84, 
Sections 32j 33» Al l 1,280.00 

Iganŝ g a 29-Ut. Bang, _1 East 
Section 3» Lots 2,3,4,5,12,13, KWfcW} 246,31 
Section 4-» Lots 1 through 16, S_fefc, V.i6E&, SWjSE-* 876.80 
Section 51 Lots 1 through 16, S+ (all) 917.98 
Section 6t Lots 1 through 18. s|sw£-, SE£ (all) 918.27 
Section 7t Lots 1.2,3.4, E # 4 , E | (al l) 638.88 
Section 81 N£, SWf, !.4sEi, SWtSEt 600.00 
Section 9l N^rfl 80.00 
Section 18t Lots 1,2,3,4, Efc.T#J, Vj&li H7T9ft 

10,995.88 



Tbe proposed test program of tvo veils to test the upper 
portion of the San Andres formation or to a depth of 3000 feet ia 
deemed acceptable. 

The form of agreement substantially follows the standard 
form including modifications necessary to meet the requirements of 
the State of Hew Mexico and to conform with Public Law 555 (68 Stat. 
585) and Executive Order Wo. 10557 (19 F.R., 5655). Other modifica­
tions heretofore approved for the San Juan 25-2 unit agreement have 
also been included. The propoeed form will be acceptable if altered 
as indicated by red pencil. One copy so marked is returned herewith, 
one copy la being furnished the Oil and Oaa Supervisor, and one copy 
* is retained. 

In tha abaence of any objections not now apparent, a duly 
executed agreement identical with the above mentioned form will be 
approved if submitted within a reasonable psrlod of time. However, 
notice is hereby given that the right la reserved to deny approval 
of any executed agreement submitted which, ln my opinion, does not 
have the full comaitment of sufficient lands to afford effective 
control of unit operations. When the executed agreement is trans­
mitted to the Supervisor for approval, include the latest statua of 
al l Federal acreage showing the current record owner of al l leases. 

Very truly yours, 

Afitin* Director 

Enclosure 

2 



P. O. BOX 9 3 3 
i ? 7 r 

P H O N E S : M A I N 2 - 5 2 3 0 
OR MAIN 2 - 0 4 2 0 

- J F O S T E R MORRELL 
P E T R O L E U M C O N S U L T A N T 

N I C K S O N H O T E L B U I L D I N G 

• ROSWELL . N E W MEXICO 

February 26, 1957 

Mr. A. L. Porter, Jr. 
Oil Conservation Cot-mission 
P. 0. Box 871 
Santa Fe, New Mexico 

Res Seven Rivera Hills Ifait 
Eddy County, New Mexico 

Dear Mr. Porters 

transmitted herewith is a copy of the proposed unit agreement 
for the Seven Rivers Hills unit Area, Eddy County, New Mexico, with 
Exhibits "A* and "B" attached. Wilshire Oil Coispany of Texas is the 
unit operator. 

The Aeting Director, U. S. Geological Survey, by letter dated 
December 4, 193©, copy attached, designated 10,995.S8 acres of land in 
T. 20 S., fi. 26 I., sad T. 21 S., B. 25 E«, N.M.P.M., as a logical unit, 
to he known ss the Seven Rivers Hills Unit Area, and approved the form 
of unit agreement. 

Wilshire Oil Company of Texas hereby respectfully requests 
the approval of the unit agreement by the Oil Conservation Commission 
of Sew Mexico, aad for sueh purpose petitions said Commission to enter 
this ease on the docket for the regular hearing on March 14, 1957, or 
for an examiner hearing to he held on or about that date, whichever is 
preferable or more convenient to you. 

FM/as 
Enclosures 

cc/ Mr, Clyde N. atone 
Wilshire Oil Qompaa? of Texas 
Leggett Suildlng 
Midland, Texas 

Very truly yours, 

WILSHIRE OIL COMPANY OF TEXAS 

Its Representative 



UNITED STATES 
DEPARTMENT OF T H E INTERIOR 

GEOLOGICAL SURVEY 
WASHINGTON 25. D. C . 

DEC <1 '956 

Mr. Foster Morrell, Agert i > t - ' t 
Wilshire Oi l Company of Texts 
F . 0. Bex 933 
Roswell, *'ew Mexico 

Dear S i r j 

Reference i s made to your application of October 24, 1956, 
f i l ed with the Oi l and Gas Supervisor, Roswell, lew Mexico, requesting 
desigri&tion of 10,995.88 teres i r Eddy County, l.ev Mexico, as logically 
subject to exploration arid developmert under the unitization provisions 
of the Mineral Leasing Act, as amended. Reference i s also made to the 
three copies of a proposed form of agreement f i l ed with the application 
for preliminary approval. 

Pursuant to the regulations of December 22, 1950, 30 C . F . R . , 
226.3, the following described land i s designated as a logical unit, 
to be known as the Seven Rivers H i l l s unit areai 

• au Mexico Principal Merldan 
IgsTighjp ft) SvUtei fitftgB 26 East 

Acres 
Section 19i lots 3,4, 3#ffi£, E-ASW -̂, SE^ 400.04 
Sectior.s 20, 2 i , 22t A l l 1,920.00 
Sectior. 2?i Mf£, Wh&$ 240.00 
Sections 25, 29l A l l 1,280.00 
Sectior 3 d Lots 1,2,3,4, E^fV, E j ( a l l ) 639.84 
Section 31| Lots 1,2,3,4, ( a l l ) 639,84 
Sections 32j 33« A l l 1,280,00 

i9wpg,f4p a S9riy-.̂ ,̂ gfi a? East 
Sectior 3t Luts 2,3,4,5,12,13, mi&*$ 246.31 
Section 4i lots 1 through 16, S*£, N^SE-£, SVr*SEi 876.80 
Section 5> Lots 1 through 16, Ŝ - ( a l l ) 917.98 
Section 6i Lots 1 through 18. E | s w k SE-J- ( a l l ) 918,27 
Section 7| Lots 1.2,3,4, E^tfk E | ( a l l ) 638.88 
Sectior, 3| SWt, N-JSE*, SW£5Ei 600.00 
Section 9i Nfc} - 80.00 
Section 18| Lots 1,2,3,4, Efe. T^, lf£KB* 117.93 

10,995.88 



The 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. 

The form of agreement substantially follows the standard 
form including modifications necessary to meet the requirements of 
the State of Sew Mexico and to conform 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 agreement have 
also been included. The proposed form will be acceptable i f altered 
as indicated by red pencil. One copy so narked is returned herewith, 
one copy is being furnished the Oil and Gas Supervisor, and one copy 

* is retained. 

In the absence of any objections not now apparent, a duly 
executed agreement identical with tbe above mentioned form will be 
approved i f submitted within a reasonable period of time. However, 
notice is hereby given that the right is reserved to deny approval 
of any executed agreement submitted which, in my opinion, does not 
have tbe fu l l commitment of sufficient lands to afford effective 
control of unit operations. When the executed agreement is trans­
mitted to the Supervisor for approval, include the latest status of 
a l l Federal acreage showing the current record owner of a l l leases. 

Very truly yours, 

Acting Director 

Enclosure 

2 



UNIT AGREEMENT 

SEVEN RIVERS HILLS UNIT AREA 

EDDY COUNTY, NEW MEXICO 

Preliminary Recitals 1 
Section 1 - Enabling Act and Regulations 2 
Section 2 - Unit Area 2 
Section 3 - Unitized Land and Unitized Substances 5 
Section 4 - Unit Operator 5 
Section 5 - Resignation or Removal of Unit Operator 5 
Section 6 - Successor Unit Operator 6 
Section 7 - Accounting Provisions and Unit Operating Agreement. 7 
Section 8 - Rights and Obligations of Unit Operator 7 
Section 9 - D r i l l i n g To Discovery 8 
Section 10 - Plan of Further Development and Operation . . . . . 9 
Section 11 - Participation After Discovery 10 
Section 12 - Allocation of Production 12 
Section 13 - Development or Operation of Non-Participating 

Land or Formations and D r i l l i n g of Wells Not 
Mutually Agreed Upon 12 

Section 14 - Royalty Settlement 13 
Section 15 - Rental Settlement 14 
Section 16 - Conservation 15 
Section 17 - Drainage 15 
Section 18 - Leases and Contracts Conformed and Extended . . . . 15 
Section 19 - Covenants Run With Land 18 
Section 20 - Effective Date and Term 18 
Section 21 - Rate of Prospecting, Development, and Production . 19 
Section 22 - Conflict of Supervision 19 
Section 23 - Appearancea 20 
Section 24 - Notices 20 
Section 25 - No Waiver of Certain Rights 20 
Section 26 - unavoidable Delay 20 
Section 27 - Fair Employment 21 
Section 28 - Loas of Title 21 
Section 29 - Non-Joinder and Subsequent Joinder 22 
Section 30 - Counterparts 22 



UNIT 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 , hy and "between the parties subscribing, r a t i f y i n g or consenting hereto, 

and herein referred to as the "parties hereto," 

W I T N E S S E T H : 

WHEREAS, the parties hereto are the owners of working, royalty or other 

o i l and gas interests i n 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 to unite with each other, or j o i n t l y or separately with others, 

i n collectively adopting and operating a cooperative or unit plan of development 

or operation of any o i l or gas pool, f i e l d , or li k e 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 to be necessary 

or advisable i n the public interest; and 

WHEREAS, the Commissioner of Public Lands of the State of New Mexico 

i s 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 Oil Conservation Commission of the State of New Mexico 

is authorized by an .act of the Legislature (Chapter 72, Laws 1935, as amended 

by Chapter 193, Laws of 1937, Chapter 166, Laws of 1941, and Chapter 168, Laws 

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

WHEREAS, the parties hereto hold sufficient interests i n the Seven 

Rivers H i l l s Unit Area covering the land hereinafter described to give reason­

ably 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 develop­

ment and operation of the area subject to this agreement under the terms, con­

ditions, and limitations herein set forth; 

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

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



i n the below-defined unit area, and agree severally among themselves as 

follows: 

1. ENABLING ACT AND REGULATIONS. 

The Mineral Leasing Act of February 25, 1920, as amended, supra, and 

a l l valid pertinent regulations, including operating and unit plan regulations, 

heretofore issued thereunder or valid pertinent and reasonable regulations here­

after issued thereunder are accepted and made a part of this agreement as to 

Federal lands, provided such regulations are not inconsistent with the terms of 

this agreement; and as to non-Federal lands, the o i l and gas operating regula­

tions i n effect as of the effective date hereof governing d r i l l i n g 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. JINTT AR£An 

The following-described land is hereby designated and recognized as 

constituting the unit area: 

New Mexico Principal Meridian 
Township 20 South. Range 26 East 

Section 19: Lots 3,4, Ŝ -NÊ , E^Swi, SEi 400.04 
Sections 20, 21, 22: A l l 1,920.00 
Section 27: NW£, W^SW£ 240.00 
Sections 28, 29: A l l 1,280.00 
Section 30: Lots 1,2,3,4, E J ( a l l ) 639.84 
Section 31: Lots 1,2,3,4, E|-W$, E| ( a l l ) 639.84 
Sections 32, 33: A l l 1,280.00 

Township 21 South. Ranee 25 East 

Section 3: Lots 2,3,4,5,12,13, NŴ SWi 246.31 
Section 4: Lots 1 through 16, SW£, NfSE£, SŴ SÊ  876.80 
Section 5: Lots 1 through 16, sk ( a l l ) 917.98 
Section 6: Lots 1 through 18, EfSW£, SE£ ( a l l ) 918.27 
Section 7: Lots 1,2,3,4, E ^ , E£ ( a l l ) 638.88 
Section 8: Nj, SW£, N̂ SÊ , SW£SEi 600.00 
Section 9: N|NW£ 80.00 
Section 18: Lots 1,2,3,4, Ê NŴ , wiNE± 317.92 

Total 10,995.88 

Exhibit "A" attached hereto is a map showing the unit area and the 

boundaries and identity of tracts and leases i n said area to the extent known to 

the Unit Operator. Exhibit "B" attached hereto i s a schedule showing to the ex­

tent known to the Unit Operator the acreage, percentage, and kind of ownership 

of o i l and gas interests i n a l l land i n the unit area. However, nothing herein 

or i n said schedule or map shall be construed as a representation by any party 

hereto as to the ownership of any interest other than such interest or interests 

as are shown i n said map or schedule as owned by such party. Exhibits "A" and 

Seven Rivers H i l l s Unit Agreement - Page 2 



"B" shall be revised by the Unit Operator whenever changes i n the unit area 

render such revision necessary, or when requested by the Oil and Gas Supervisor, 

hereinafter referred to as "Supervisor," or when requested by the Commissioner 

of Public 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 f i l e d with 

the Supervisor and copies thereof shall be f i l e d with the Commissioner and the 

New Mexico Oil Conservation Commission, hereinafter referred to as the "Commission." 

The above-described unit area shall when practicable be expanded to 

include therein any additional 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 any participating area whenever such expansion or eon-

traction i s necessary or advisable to conform with the purposes of this agreement. 

Such expansion or contraction shall be effected i n the following manner; 

(a) Unit Operator, on i t s own motion or on demand of the Director of 

the Geological Survey, hereinafter referred to as "Director," or on demand of 

the Commissioner, after preliminary concurrence of the Director, shall prepare 

a notice of proposed expansion or contraction describing the contemplated changes 

i n the boundaries of the unit area, the reasons therefor, and the proposed ef­

fective date thereof, preferably the f i r s t 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 to the last known address 

of each working interest owner, lessee, and lessor whose interests are affected, 

advising that t h i r t y days w i l l be allowed for submission to the Unit Operator 

of any objections. 

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

item (b) hereof, Unit Operator shall f i l e with the Commission, the Commissioner, 

and the Supervisor evidence of mailing of the notice of expansion or contrac­

tion and a copy of any objections thereto which have been f i l e d with the Unit 

Operator, together with an application i n sufficient number, for approval of 

such expansion or contraction, and with appropriate joinders. 

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

sion or contraction shall, upon approval by the Commission, the Commissioner, and 

the Director, become effective as of the date prescribed i n the notice thereof. 

Seven Rivers H i l l s Unit Agreement - Page 3 



(e) A l l legal subdivisions of unitized lands ( i . e . , 40 acres by Govern­

ment survey or i t s nearest l o t or tract equivalent i n instances of irregular sur­

veys, however, unusually large lots or tracts shall be considered i n multiples 

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 i n a p a r t i c i ­

pating area within five years after the f i r s t day of the month following the 

effective date of the f i r s t i n i t i a l participating area established under this 

unit agreement, shall be eliminated automatically from this agreement, effective 

as of the f i r s t 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 period diligent d r i l l i n g operations are i n progress on 

unitized lands not entitled to participation, i n which event a l l such lands shall 

remain subject hereto for so long as such d r i l l i n g operations are continued d i l i ­

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 time allowed 

between such wells shall not expire earlier than 30 days after the expiration of 

any period of time during which d r i l l i n g operations are prevented by a matter 

beyond the reasonable control of Unit Operator as set forth i n the section hereof 

entitled "Unavoidable Delay"; provided that a l l legal subdivisions of lands not 

i n a participating area and not entitled to become participating under the ap­

plicable provisions of this agreement within 7 years after said f i r s t day of the 

month following the effective date of said f i r s t i n i t i a l participating area shall 

be eliminated as above specified. Determination of creditable "Unavoidable 

Delay" time shall be made by Unit Operator and subject to approval of the Com­

missioner and the Director. The Unit Operator shall, within 90 days after the 

effective date of any elimination hereunder, describe the area so eliminated 

to the satisfaction of the Commissioner and the Director and promptly notify a l l 

parties i n interest. 

I f conditions warrant extension of the 7-year period specified i n 

this subsection 2(e), a single extension of not to exceed 2 years may be accom­

plished by consent of the owners of 90$ of the current unitized working interests 

and 60$ of the current unitized basic royalty interests (exclusive of the basic 

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

basis, respectively, with approval of the Commissioner and the Director, pro­

vided such extension application is submitted to the Commissioner and the 

Seven Rivers H i l l s Unit Agreement - Page 4 



(e) A l l legal subdivisions of unitized lands ( i . e . , 40 acres by Govern­

ment survey or i t s nearest l o t or tract equivalent i n instances of irregular sur­

veys, however, unusually large lots or tracts shall be considered i n multiples 

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 i n a p a r t i c i -
/ 

pating area within five years after the f i r s t day of the mon#n following the 

effective date of the f i r s t i n i t i a l participating area established under this 

unit agreement, shall be eliminated automatically from tnis agreement, effective 

as of the f i r s t 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 period diligent d r i l l i n g operations are i n progress on 

unitized lands not entitled to participation, iar which event a l l such lands shall 

remain subject hereto fW so long as such drilfl-ing operations are continued d i l i ­

gently, with not more than 90 days' time elapsing between the completion of one 

such well and the commencement of the nexjf such well, except that the time allowed 

between such wells shall noa expire earjaer than 30 days after the expiration of 

any period of time during whiVh d r i l l m g operations are prevented by a matter 

beyond the reasonable control qf UnjjT; Operator as set forth i n the section hereof 

entitled "Unavoidable Delay"; prsmded that a l l legal subdivisions of lands not 

i n a participating area and not Jerntitled to become participating under the ap­

plicable provisions of thi s ag/eemem within 10^ years after said f i r s t day of 

the month following the effe/tive dat\ of said f i r s t i n i t i a l participating area 

shall be eliminated as abojp specifiedA Determination of creditable "Unavoidable 

Delay" time shall be made/by Unit Operator and subject to approval of the Com­

missioner and the Director, The Unit Operator shall, within 90 days after the 

effective date of anyjelimination hereunder,Mescribe the area so eliminated 

to the satisfaction I f the Commissioner and th\ Director and promptly notify 

a l l parties i n intepest. \ 

I f conditions warrant extension of the 30-year period specified i n 

this subsection / ( e ) , a single extension of not to exceed 2 years may be accom­

plished by eonsjent of the owners of 90$ of the current, unitized working interests 

and 60$ of tha current unitized basic royalty interests (exclusive of the basic 

royalty i n t e ^ s t s of the United States), on a total-nonparticipating-acreage 
I 

basis, respectively, with approval of the Commissioner and the Director, pro­

vided such ̂ extension application i s submitted to the Commissioner and the 
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Director not later than 60 days prior to the expiration of said 7-year 

period. 

Any expansion of the unit area pursuant to this section which embraces 

lands theretofore eliminated pursuant to this subsection 2(e) shall not be con­

sidered automatic commitment or recommitment of sueh lands. 

3. UNITIZED LAND AND UNITIZES SUBSTANCES,, 

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

herein as "unitized land" or "land subject to this agreement,," A l l o i l and gas 

i n any and a l l formations of the unitized land are unitized under the terms of 

this agreement and herein are called "unitized substances." 

Wilshire Oil Company of Texas, a Delaware 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 i s made herein to the Unit Operator, 

such reference means the Unit Operator acting i n that capacity and not as an 

owner of interest i n unitized substances, and the term "working interest owner" 

when used herein shall include or refer to Unit Operator as the owner of a work­

ing interest when such an interest i s owned by i t . 

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. 

Unit Operator shall have the right to resign at any time prior to the 

establishment of a participating area or areas hereunder, but such resignation 

shall not become effective so as to release Unit Operator from the duties and 

obligations of Unit Operator and terminate Unit Operator's rights as such for 

a period of six months after notice of intention to resign has been served by 

Unit Operator on a l l working interest owners and the Commission, the Commissioner, 

and the Director, and u n t i l a l l wells then d r i l l e d hereunder are placed i n a 

satisfactory condition for suspension or abandonment whichever i s required by 

the Supervisor as to Federal lands and by the Commission as to other lands, un­

less a new Unit Operator shall have been selected and approved and shall have 

taken over and assumed the duties and obligations of Unit Operator prior to the 

expiration of said period. 

Unit Operator shall have the right to resign i n li k e manner and sub­

ject to l i k e limitations as above provided at any time a participating area 
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7 
Director not later than 60 days prior to the expiration of said 10-year 

period. 

Any expansion of the unit area pursuant to this section which embraces 

lands theretofore eliminated pursuant to this subsection 2(e) shall not be con­

sidered automatic commitment or recommitment of sueh lands, yf 
3. TINTTTEKD LAND AMD UNITIZED SUBSTANCES. / 

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

/ 
herein as "unitized land" or "land subject to this agreement." A l l o i l and gas 

/ 

i n any and a l l formations of the unitized land are unitized under the terms of 
/ 

this agreement and herein are called "unitized substances." 
/ 

4. mil PPEflAIPfin / 

Wilshire Oil Company of Texas, a Delaware corporation with offices at 

Midland, Texas, i s herVby designated as Unit jSperator and by signature hereto 

as Unit Operator agrees and consents to accept the duties and obligations of Unit 

Operator for the discovery^development, â fd production of unitized substances 

as herein provided. Whenever l^eference ^s made herein to the Unit Operator, 

such reference means the Unit Operator f e t i n g i n that capacity and not as an 

owner of interest i n unitized substances, and the term "working interest owner" 

when used herein shall include or rerei^to Unit Operator as the owner of a work!-
ing interest when such an int e r e s t ' s own©4 by i t . 

5. RESIGNATION Qfi ft WAT, f Mil Qr̂ AlPRn 

Unit Operator shall ha^e the r i g h t \ o resign at any time prior to the 

establishment of a participating area or areas hereunder, but such resignation 

shall not become effective so I s to release Unit \perator from the duties and 

obligations of Unit Operator end terminate Unit Operator's rights as such for 

a period of six months afterf notice of intention to resign has been served by 

Unit Operator on a l l working Interest owners and the CoWission, the Commissioner, 

and the Director, and u n t i l a l l wells then d r i l l e d hereurkler are placed i n a 

satisfactory condition fop suspension or abandonment whichever i s required by 

the Supervisor as to Fed|ral lands and by the Commission as to other lands, un-

I 

less a new Unit Operate^ shall have been selected and approved and shall have 

taken over and assumed phe duties and obligations of Unit Operator prior to the 

expiration of said period. 
s 

Unit Operator shall have the right to resign i n li k e manner and sub­

ject to l i k e limitations as above provided at any time a participating area 
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established hereunder i s i n existence, provided, that such resignation shall not 

release Unit Operator from any l i a b i l i t y for any default by i t hereunder occur­

ring prior to the effective date of i t s resignation. 

The Unit Operator may, upon default or failure i n the performance of 

i t s duties or obligations hereunder, be subject to removal by the same percent­

age vote of the owners of working interests determined i n li k e 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 whatsoever there i s no Unit Operator, u n t i l 

a successor Unit Operator i s selected and approved as hereinafter provided, the 

working interest owners shall be j o i n t l y responsible for performance of the 

duties of Unit Operator, and shall not later than t h i r t y days before such resig­

nation or removal becomes effective appoint a common agent to represent them i n 

any action to be taken hereunder. 

The resignation or removal of Unit Operator under this agreement shall 

not terminate i t s r i g h t , t i t l e , or interest as the owner of a working interest 

or other interest i n unitized substances, but upon the resignation or removal 

of Unit Operator becoming effective, such Unit Operator shall deliver possession 

of a l l 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 i f no such new Unit Operator 

is elected, to be used for the purpose of conducting unit operations hereunder. 

Nothing herein shall be construed as authorizing removal of any material, equip­

ment and appurtenances needed for the preservation of any wells. 

6. SUCCESSOR UNIT OPERATOR. 

Whenever the Unit Operator shall tender his or i t s resignation as Unit 

Operator or shall be removed as hereinabove provided, the owners of the working 

interests i n the participating area or areas according to their respective acre­

age interests i n such participating area or areas, or u n t i l a participating area 

shall have been established, the owners of the working interests according to 

their respective acreage interests i n a l l unitized land, shall by majority vote 

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

seventy-five percent of the working interests qualified to vote are owned by one 

party to this agreement, a concurring vote of one or more additional working i n ­

terest owners shall be required to select a new operator. Such selection shall 
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not become effective u n t i l (a) a Unit Operator so selected shall accept i n writing 

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

have been approved by the Commissioner and the Director. I f 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 PROVISIONS AND UNIT OPERATING AGREEMENT. 

Costs and expenses incurred by Unit Operator i n conducting unit oper­

ations hereunder shall be paid and apportioned among and borne by the owners of 

working interests, a l l i n accordance with the agreement or agreements entered 

into by and between the Unit Operator and the owners of working interests, whether 

one or more, separately or collectively. Any agreement or agreements, entered 

into between the working interest owners and the Unit Operator as provided i n 

this section, whether one or more, are herein referred to as the "unit operating 

agreement." Such unit operating agreement shall also provide the manner in which 

the working interest owners shall be entitled to receive their respective pro­

portionate and allocated share of the benefits accruing hereto i n conformity 

with their underlying operating agreements, leases, or other independent con­

tracts, and such other rights and obligations as between Unit Operator and the 

working interest owners as may be agreed upon by Unit Operator and the working 

interest owners; however, no such unit operating agreement shall be deemed either 

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

the Unit Operator of any right or obligation established under this unit agreement, 

and i n case of any inconsistency or conflict between the unit agreement and the 

unit operating agreement, this unit agreement shall prevail. Three true copies 

of any unit operating agreement executed pursuant to this section should be f i l e d 

with the Supervisor prior to approval of this unit agreement by the Director. 

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. 

Except as otherwise specifically provided herein, the exclusive right, 

privilege, and duty of exercising any and a l l rights of the parties hereto which 

are necessary or convenient for prospecting for, producing, storing, allocating, 

and distributing the unitized substances are hereby delegated to and shall be 

exercised by the Unit Operator as herein provided. Acceptable evidence of t i t l e 

to said rights shall be deposited with said Unit Operator, and together with 

this agreement, shall constitute and define the rights, privileges, and o b l i ­

gations of Unit Operator. Nothing herein, however, shall be construed to transfer 
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t i t l e to any land or to any lease or operating agreement, i t being understood 

that under this agreement the Unit Operator, i n i t s capacity as Unit Operator, 

shall exercise the rights'of possession and use vested i n the parties hereto 

only for the purposes herein specified. 

9. DRILLING TO DISCOVERY. 

Within six months after the effective date hereof, the Unit Operator 

shall begin to d r i l l an adequate test well at a location approved by the Super­

visor i f on Federal land or the Commission i f on State or patented land, unless 

on such effective date a well i s being d r i l l e d conformably with the terms hereof, 

and thereafter continue such d r i l l i n g d i l i g e n t l y u n t i l the upper portion of the 

San Andres formation has been tested or u n t i l at a lesser depth unitized sub­

stances shall be discovered which can be produced i n paying quantities (to-wit: 

quantities sufficient to repay the costs of d r i l l i n g , and producing operations, 

with a reasonable p r o f i t ) or the Unit Operator shall at any time establish to 

the satisfaction of the Supervisor i f on Federal land or the Commissioner i f on 

State land or the Commission i f on patented land that further d r i l l i n g of said 

well would be unwarranted or impracticable, provided, however, that Unit Opera­

tor shall not i n any event be required to d r i l l said well to a depth i n excess 

of 3000 feet. Within ninety days following completion of the aforesaid i n i t i a l 

test well upon the unit area, Unit Operator shall commence the d r i l l i n g of an 

additional well and shall thereafter continue d r i l l i n g operations thereon to 

said formation or depth at a location selected by Unit Operator and approved by 

the Supervisor i f on Federal land or the Commission I f on State or patented 

land, so spaced within the unit area as to determine so far as may be prac t i ­

cable the productive acreage i n the San Andres 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 Operator shall continue 

d r i l l i n g d i l i g e n t l y one well at a time, allowing not more than six months be­

tween the completion of one well and the beginning of the next well, u n t i l a 

well capable of producing unitized substances i n paying quantities i s completed 

to the satisfaction of said Supervisor, or u n t i l i t i s reasonably proved that 

the unitized land i s incapable of producing unitized substances i n paying quan­

t i t i e s i n the formations d r i l l e d hereunder. Nothing i n this section shall be 

deemed to l i m i t the right of the Unit Operator to resign as provided i n Section 

5 hereof, or as requiring Unit Operator to commence or continue any d r i l l i n g 
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during the period pending such resignation heeoraing effective i n order to comply 

with the requirements of th i s section. After completion of the two test wells 

mentioned above, the Director may modify the d r i l l i n g requirements of this sec­

tion by granting reasonable extensions of time when, i n his opinion, such action 

i s warranted. 

Upon failure to comply with the d r i l l i n g 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 OPERATION. 

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

tized substances i n 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 d r i l l i n g 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 plan, 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 the exploration of the 

unitized area and for the diligent d r i l l i n g necessary for determination of the 

area or areas thereof capable of producing unitized substances i n paying quan­

t i t i e s i n each and every productive formation and shall be as complete and ade­

quate as the Commission, the Commissioner, and the Supervisor may determine to 

be necessary for timely development and proper conservation of the o i l and gas 

resources of the unitized area and shall (a) specify the number and locations 

of any wells to be d r i l l e d and the proposed order and time for such d r i l l i n g ; 

and (b) to the extent practicable specify the operating practices regarded as 

necessary and advisable for proper conservation of natural resources. Separate 

plans may be submitted for separate productive zones, subject to the approval of 

the Commission, the Commissioner, and the Supervisor. Said plan or plans shall 

be modified or supplemented when necessary to meet changed conditions or to 

protect the interests of a l l parties to this agreement. Reasonable diligence 

shall be exercised i n complying with the obligations of the approved plan of 
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development. The Commissioner and the Supervisor are authorized to grant a reason­

able extension of the six-month period herein prescribed for submission of an 

i n i t i a l plan of development where such action i s j u s t i f i e d because of unusual con­

ditions or circumstances. After completion hereunder of a well capable of pro­

ducing any unitized substance i n paying 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, the Commissioner, 

and the Supervisor, shall be d r i l l e d except i n 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 i n 

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 thereof, of a l l unitized land then regarded as 

reasonably proved to be productive of unitized substances i n paying quantities; 

a l l lands i n 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 i s 

later. Said schedule also shall set forth the percentage of unitized substances 

to be allocated as herein provided to each unitized tract i n the participating 

area so established, and shall govern the allocation of production from and after 

the date the participating area becomes effective. A separate participating 

area shall be established i n lik e manner for each separate pool or deposit of 

unitized substanees or for any group thereof produced as a single pool or zone, 

and any two or more participating areas so established may be combined into one 

with the consent of the owners of a l l working interests i n the lands within the 

participating areas so to be combined, on approval of the Commission, the Commis­

sioner and the Director. The participating area or areas so established shall 

be revised from time to time, subject to l i k e approval, whenever such action 

appears proper as a result of further d r i l l i n g operations or otherwise, to i n -

elude additional land then regarded as reasonably proved to be productive i n 

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

be productive i n paying quantities and the percentage of allocation shall also 

be revised accordingly. The effective date of any revision shall be the f i r s t 
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of the month i n which i s obtained the knowledge or information on which such re­

vision i s predicated, provided, however, that a more appropriate effective date 

may be used i f j u s t i f i e d by the Unit Operator and approved by the Director. No 

land shall be excluded from a participating area on account of depletion of the 

unitized substances. 

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

resent the area known or reasonably estimated to be productive i n 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 between the Unit Operator and 

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

or redefinition of a participating area, or u n t i l a participating area has, or 

areas have, been established as provided herein, the portion of a l l payments af­

fected thereby may be impounded i n a manner mutually acceptable to the owners of 

working interests, except royalties due the United States and the State of New 

Mexico, which shall be determined by the Supervisor and the Commissioner and the 

amount thereof deposited as directed by the Supervisor, and the Commissioner, 

respectively, to be held as unearned money u n t i l a participating area is f i n a l l y 

approved and then applied as earned or returned i n accordance with a determina­

tion of the'sum due as Federal and State royalty on the basis of such approved 

participating area. 

Whenever i t i s 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 d r i l l e d under this agreement i s not 

capable of production i n paying quantities and inclusion of the land on which i t 

Is situated i n a participating area i s unwarranted, production from such well, 

for the purposes of settlement among a l l parties other than working interest 

owners, shall be allocated to the land on which the well i s located so long as 

such land i s not within a participating area established for the pool or deposit 

from which such production i s obtained. Settlement for working interest benefits 

from such a well shall be made as provided i n the unit operating agreement. 
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12. ATJftfiftTTQN, QF PRODUCTION. 

A l l unitized substances produced from each participating area estab­

lished under this agreement, except any part thereof used i n conformity with 

good operating practices within the unitized area for d r i l l i n g , operating, camp 

and other production or development purposes, for repressuring or recycling In 

accordance with a plan of development approved by the Commission, the Commis­

sioner, and the Supervisor, or unavoidably lo s t , shall be deemed to be produced 

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 of unitized 

land shall have allocated to i t such percentage of said production as the number 

of acres of such tract included i n said participating area bears to the t o t a l 

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 i n the unit operating agree­

ment whether i n conformity with the basis of allocation herein set forth or other­

wise. I t i s hereby agreed that production of unitized substances from a p a r t i c i ­

pating area shall be allocated as provided herein regardless of whether any wells 

are d r i l l e d on any particular part or tract of said participating area. I f any 

gas produced from one participating area i s used for repressuring or recycling 

purposes i n another participating area, the f i r s t gas withdrawn from such last 

mentioned participating area for sale during the l i f e of this agreement shall be 

considered to be the gas so transferred u n t i l an amount equal to that transferred 

shall be so produced for sale and such gas shall be allocated to the participat­

ing area from which i n i t i a l l y produced as constituted at the time of such f i n a l 

production. 

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

DRILLING OF WELLS NOT MUTUALLY AGREED UPON. 

Any party or parties hereto owning or controlling the working interests 

or a majority of the working interests i n any unitized land having thereon a 

regular well location may, with the approval of the Supervisor as to Federal land, 

or the Commission as to State land and privately-owned land, and subject to the 

provisions of the unit operating agreement, at such party's sole risk, cost and 

expense, d r i l l a well to test any formation for which a participating area has 

not been established or to test any formation for which a participating area has 
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been established i f such location i s not within said participating area, or d r i l l 

any well not mutually agreed to by a l l Interested parties, unless within ninety 

days of receipt of notice from said party of his intention to d r i l l the well the 

Unit Operator elects and commences to d r i l l such well i n l i k e manner as other 

wells are d r i l l e d by the Unit Operator under thi s agreement. 

I f any well d r i l l e d as aforesaid by a working interest owner results 

i n production such that the land upon which i t i s situated may properly be i n ­

cluded i n a participating area, such participating area shall be established or 

enlarged as provided i n this agreement, and the party or parties paying the cost 

of d r i l l i n g sueh well shall be reimbursed as provided i n the unit operating agree­

ment for the cost of d r i l l i n g such well, and the well shall thereafter be operated 

by Unit Operator i n accordance with the terms of this agreement and the unit 

operating agreement. 

I f any well d r i l l e d as aforesaid by a working interest owner obtains pro­

duction i n quantities insufficient to j u s t i f y the inclusion i n a participating 

area of the land upon which such well is situated, such well may be operated and 

produced by the party d r i l l i n g the same subject to the conservation requirements 

of this agreement. The royalties i n amount or value of production from any such 

well shall be paid as specified i n the underlying lease and agreements affected. 

14. ROYALTY SETTLEMENT. 

The United States and the State of New Mexico and a l l royalty owners 

who, under existing contracts, are entitled to take i n kind a share of the sub­

stances now unitized hereunder produced from any tract, shall hereafter be en­

t i t l e d to the right to take i n kind their share of the unitized substances a l ­

located to such tract, and Unit Operator, or i n ease of the operation of a well 

by a working interest owner as herein i n special cases provided for, such work­

ing interest owner, shall made deliveries of such royalty share taken i n kind i n 

conformity "with the applicable contracts, laws, and regulations. Settlement for 

royalty interest not taken i n kind shall be made by working interest owners 

responsible therefor under existing contracts, laws, and regulations, on or be­

fore the last day of each month for unitized substances produced during the 

preceding calendar month; provided, however, that nothing herein contained shall 

operate to relieve the lessees of any land from their respective lease obligations 

for the payment of any royalties due under their leases. 
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I f gas obtained from lands not subject to this agreement i s introduced 

into any participating area of the lands being operated hereunder, for use i n 

repressuring, stimulation of production, or increasing ultimate recovery, which 

shall be i n conformity with a plan f i r s t approved by the Commission, the Commis­

sioner, and the Supervisor, a li k e amount of gas, after settlement as herein 

provided for any gas transferred from any other participating area and with due 

allowance for loss or depletion from any cause, may be withdrawn from the for­

mation into which the gas was introduced, royalty free as to dry gas, but not 

as to the products extracted therefrom; provided that such withdrawal shall be 

at such time as may be provided i n the plan of operations or as may otherwise 

be consented to by the Commission, the Commissioner, and the Supervisor, as con­

forming to good petroleum engineering practice, and provided further, that such 

right of withdrawal shall terminate on the termination of this unit agreement. 

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

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

substances on the basis of the amounts thereof allocated to unitized Federal 

land as provided herein at the rates specified i n the respective Federal leases, 

or at such lower rate or rates as may be authorized by law or 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 i n accordance 

with the operating regulations as though each participating area were a single 

consolidated lease. 

Royalty due on account of State and privately-owned lands shall be com­

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

15. RENTAL, SETTLEMENT. 

Rental or minimum royalties due on leases committed hereto shall be 

paid by working interest owners responsible therefor under existing contracts, 

laws, and regulations, provided that nothing herein contained shall operate to 

relieve the lessees of any land from their respective lease obligations for the 

payment of any rental or minimum royalty i n l i e u thereof due under their leases. 

Rental or minimum royalty for lands of the United States subject to this agree­

ment shall be paid at the rate specified i n the respective leases from the United 

States unless such rental or minimum royalty i s waived, suspended, or reduced by 

law or by approval of the Secretary or his duly authorized representative. 
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Rentals on State of New Mexico lands subject to this agreement shall 

be paid at the rates specified i n the respective leases. 

With respect to any lease on non-Federal land, i f and when committed 

to this agreement, containing provisions which would terminate such lease un­

less d r i l l i n g operations were within the time therein specified commenced upon 

the land covered thereby or rentals paid for the privilege of deferring such 

d r i l l i n g operations, the rentals required thereby shall, notwithstanding any 

other provision of this agreement, be deemed to accrue and become payable dur­

ing the terms thereof as extended by this agreement and u n t i l the required d r i l l ­

ing operations are commenced upon the land covered thereby or some portion of 

such land i s included within a participating area, 

16. CONSEKVAHQH.C 

Operations hereunder and production of unitized substances shall be con­

ducted to provide for the most economical and eff i c i e n t 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 adjacent unit areas, or with the consent 

of the Director or the Commissioner, respectively, pursuant to applicable regu­

lations pay a f a i r and reasonable compensatory royalty as determined by the 

Supervisor for Federal lands or as approved by the Commissioner for State lands. 

IS. LEASES AND CONTRACTS CONFORMED AND EXTENDED. 

The terms, conditions, and provisions of a l l leases, subleases, and 

other contracts relating to exploration, d r i l l i n g , development, or operation for 

o i l or gas of lands committed to this agreement are hereby expressly modified 

and amended to the extent necessary to make the same conform to the provisions 

hereof, but otherwise to remain i n f u l l force and effect; and the parties hereto 

hereby consent that the Secretary as to Federal leases and the Commissioner as 

to State leases shall and each by his approval hereof, or by the approval hereof 

by his duly authorized representative, does hereby establish, alter, change, or 

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

ments of Federal and State leases committed hereto and the regulations i n respect 
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thereto to conform said requirements to the provisions of this agreement, and, 

without li m i t i n g the generality of the foregoing, a l l leases, subleases, and 

contracts are particularly modified i n accordance with the following: 

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

under the terms hereof shall be deemed f u l l performance of a l l obligations for 

development and operation with respect to each and every part or separately-owned 

tract subject to this agreement, regardless of whether there i s any development 

of any particular part or tract of the unit area, notwithstanding anything to the 

contrary i n any lease, operating agreement or other contract by and between the 

parties hereto, or their respective predecessors i n interest, or any of them. 

(b) D r i l l i n g and producing operations performed hereunder upon any 

tract of unitized lands w i l l be accepted and deemed to be performed upon and for 

the benefit of each and every tract of unitized land, and no lease shall be 

deemed to expire by reason of failure to d r i l l or produce wells situated on the 

land therein embraced. 

(c) Suspension of d r i l l i n g or producing operations on a l l unitized 

lands pursuant to direction or consent of the Secretary and the Commissioner, 

or their duly authorized representatives, 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, 

d r i l l i n g , development or operation for o i l or gas of lands other than those of 

the United States, committed to this agreement, which, by i t s terms might ex­

pire prior to the termination of this agreement, i s hereby extended beyond any 

such term so provided therein so that i t shall be continued i n f u l l force and 

effect for and during the term of this agreement; provided, however, each such 

lease, sublease or contract, where not already extended by production, shall only 

be extended i n the event unitized substances are capable of being produced from 

some part of the lands embraced i n such lease committed to this agreement, or 

some part of said lands are committed to a participating area 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 to the terms thereof 

or applicable law, shall continue i n f u l l force and effect thereafter. 
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(e) Any Federal lease for a fixed term of twenty years or any renewal 

thereof or any part of such lease which i s made subject to this agreement shall 

continue i n force beyond the term provided therein u n t i l the termination hereof. 

Any other Federal lease committed hereto shall continue i n 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 i s had i n 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 United States committed to this 

agreement, which by i t s terms would expire prior to the time at which the under­

lying lease, as extended by the immediately preceding paragraph, w i l l expire, 

is hereby extended beyond any sueh term so provided therein so that i t shall be 

continued i n f u l l force and effect for and during the term of the underlying 

lease as such term i s herein extended. 

(g) The segregation of any Federal lease committed to this agreement 

is governed by the following provision i n 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): "Any (Federal) lease hereafter committed to any such (unit) plan em­

bracing lands that are i n part within and i n 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 lease as to the nonunitized portion shall continue 

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 o i l or gas i s produced 

i n paying quantities." 

(h) Any lease embracing lands of the State of New Mexico having only 

a portion of i t s lands committed hereto, shall be segregated as to the portion 

committed and the portion not committed, and the terms of such lease shall apply 

separately to such segregated portions commencing as of the effective date hereof. 

Provided, however, notwithstanding 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 i t s lands committed hereto shall continue i n f u l l force and effect 

beyond the term provided therein as to a l l lands embraced i n such lease, i f 

unitized substances are discovered and are capable of being produced i n paying 
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continued i n f u l l force and effect for and during the term of the underlying 

lease as such term i s herein extended. 

(g) The segregation of any Federal lease Committed to this agreement 

i s governed by the following provision i n the fourth/paragraph of Sec. 17(b) of 

the Act of Februaryv25, 1920, as amended by the hm, of July 29, 1954, (68 Stat. 

583, 585): "Any (Federal) lease hereafter 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 segregated into separate leases as to the lands com­

mitted and the lands not eoiapitted as of ?4he effective date of unitization; pro-
/ 

vided, however, that any such uease as Jto the nonunitized portion shall continue 
/ 

i n force and effect f or the term thereof but for not less than two years from 

the date of such segregation and sp /Long thereafter as o i l or gas i s produced 

in paying quantities* 1 1 

(h) Any lease embracing lands of the State of New Mexico, which is 

made subject to this agreement, sshall continue i n force beyond the term provided 

/ \ 

therein as to the lands committed hereto umtil the termination hereof, provided, 

however, termination of this ̂ Agreement shall not affect any such lease which 

pursuant to the terms therein* or applicables^Law shall continue in full force and 

effect thereafter. j 

( i ) Any lea^e, other than a Federal lease, having only a portion of 
f 

i t s lands committed hereto shall be segregated aB to the portion committed and 

the portion not commitied, 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 su^h lease provides for a lump-sum rental payment, such payment shall be prorated #>etween the portions so segregated invproportion to the acre­

age of the respective tracts. Provided, however, notwithstanding any of the 

/ \ 

provisions of tlpLs agreement to the contrary, any lease emB^acing lands of the 

State of New Mexico having only a portion of i t s lands committed hereto shall 

continue i n f u l l force and effect beyond the term provided theltein as to a l l 

lands embraced i n such lease, i f unitized substances are discovei^d and are cap­
's., 

able of being produced i n paying quantities from some part of the \ands embraced 

i n such lease, or from a well spacing unit defined or approved by the Commission 

including some part of the lands embraced i n such lease, committed to this agree­

ment, or i f production i n paying quantities' i s being produced from some part of 

the lands embraced i n such lease outside this unit area, at the expiration of 
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quantities 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 i f , at the 

expiration of the secondary term, the lessee or the Unit Operator is then engaged 

in bona fide d r i l l i n g or reworking operations on some part of the lands embraced 

in such lease, the same as to a l l lands embraced therein shall remain in f u l l 

force and effect so long as sueh operations are being diligently prosecuted, and 

i f they result i n the production of unitized substances, said lease shall con­

tinue i n f u l l force and effect as to a l l of the lands embraced therein, so long 

thereafter as unitized substances in paying quantities are being produced from 

any portion of said lands, 

19. ffiYBMHia JfflK Wig LiNP. 

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 shall be and hereby is con­

ditioned upon the assumption of a l l 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 f i r s t day of the calendar month after Unit 

Operator is furnished with the original, photostatic, or certified copy of the 

instrument of transfer. 

20. F.FfTi,0TTYFt DATF, MP •'WUL 

This agreement shall become effective upon approval by the Ctommissioner 

and the Director, or their duly authorized representatives, as of the f i r s t day 

of the month following approval by the Director and shall remain in effect until 

July 1, i960, and so long thereafter as unitized substances can be produced i n 

paying quantities, i*e., in this particular instance i n 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, so long thereafter 

as diligent operations are i n progress for the restoration of production or discovery 

of new production and so long thereafter as the unitized substances so discovered can 

be produced as aforesaid, or i t is terminated as heretofore provided in this agreement. 

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

five percent, On an acreage basis, of the owners of working interests signatory 
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the secondary term of such lease; or I f , at the expiration of the secondary term, 

the lessee or the Unit Operator i s then engaged i n bona f i d e / d r i l l i n g or rework­

ing operations on some part of the lands embraced i n such ̂ Kease, or on a well 

spacing unit defined or approved by the Commission including some part of the 

lands embraced in'Wch lease, the same as to a l l lands/embraced therein shall re­

main i n f u l l foree and effect so long as such operations are being di l i g e n t l y 

prosecuted, and i f tney result i n the production o/ unitized substances, said 

lease shall continue iV f u l l force and effect as/to a l l lands embraced therein, 

and so long thereafter a\ unitized substances |ln paying quantities are being 

produced from any portion Vf said lands. 

19. QPVKNANIS RW Him LAMP,. 

The covenants hereisn shall be/construed to be covenants running with 

\ / 

the land with respect to the interest o f the parties hereto and their successors 

i n interest u n t i l this agreement "terminates, and any grant, transfer, or convey-

ance, of interest i n land or leasesyubject hereto shall be and hereby i s con-
£ % 

ditioned upon the assumption of a l l " privileges and obligations hereunder by the 
/ "'. 

grantee, transferee, or other successor i n interest. No assignment or transfer 
of any working interest, r o y a l i ^ , or othler interest subject hereto shall be bind-

/ \ 

ing upon the Unit Operator unjp.1 the f i r s \ day of the calendar month after Unit 

Operator i s furnished with %e original, photostatic, or certified copy of the 

instrument of transfer* f %. 

20. EFFECTIVE PATE Jjfip TERM, \ This agreemdht shall become e f f e c t i v \ the f i r s t day of the month f o l ­

lowing approval by the/Director or his duly authorized representative and shall 

i % 
remain i n effect unt^. July 1, I960, and so long thereafter as unitized substances 

can be produced i n paying quantities, i.e., i n this p ^ t i c u l a r instance i n quanti­

ties sufficient to/pay for the costs of producing same Irom wells on unitized 

land within any participating area established hereunder and, should production 
3 \ 

cease, so long thereafter as diligent operations are i n progress for the resto-

ration of production or discovery of new production and so l ^ S thereafter as 

the unitized substances so discovered can be produced as aforesaid, or i t i s 

terminated as heretofore provided i n this agreement. 

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

five percent, on an acreage basis, of the owners of working interests signatory 
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hereto, with the approval of the Commissioner and the Director; notice of any-

such approval to he given "by the Unit Operator to a l l parties hereto. 

21. RATE OF PROSPECTING. DEVELOPMENT. AND PRODUCTION. 

A l l unit production and the disposal thereof shall be i n conformity 

with allocations, allotments and quotas made or fixed by any duly authorized 

person or regulatory body under any Federal or State statute. The Director i s 

hereby vested with authority to alter or modify from time to time, i n his dis­

cretion, the rate of prospecting and development and within the l i m i t s made or 

fixed by the Commission to alter or modify the quantity and rate of production 

under this agreement, such authority being hereby limited to alteration or modi­

fication i n the public interest, the purpose thereof and the public interest to 

be served thereby to be stated i n the order of alteration or modification; 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 prospecting and develop­

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 production i n the absence of 

specific written approval thereof by the Commission. 

Powers i n this section vested i n the Director shall only be exercised 

after notice to Unit Operator and opportunity for hearing to be held not less 

than f i f t e e n days from notice. 

22. CONFLICT OF SUPERVISION. 

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

them shall be subject to any forfeiture, termination or expiration of any rights 

hereunder or under any leases or contracts subject hereto, or to any penalty or 

l i a b i l i t y on account of delay or failure i n whole or i n part to comply with any 

applicable provision thereof to the extent that the said Unit Operator, working 

interest owners or any of them are hindered, delayed or prevented from complying 

therewith by reason of failure of the Unit Operator to obtain, i n the exercise 

of due diligence, the concurrence of proper representatives of the United States 

and proper representatives of the State of New Mexico in and about any matters 

or thing concerning which i t i s required herein that such concurrence be ob­

tained. The parties hereto, including the Commission, agree that a l l powers and 

authority vested i n the Commission i n and by any provisions of this contract are 

vested i n the Commission and shall be exercised by i t pursuant to the provisions 
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of the laws of the State of New Mexico and subject i n any case to appeal or 

judi c i a l 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 a l l interests affected hereby before 

the Department 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 r e l i e f 

from any of said regulations or i n 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 also have 

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

24. NOTICES. 

A l l notices, demands or statements required hereunder to be given or 

rendered to the parties hereto shall be deemed f u l l y given i f given i n writing 

and personally delivered to the party or sent by postpaid registered mail, ad­

dressed to such party or parties at their respective addressee set forth i n con­

nection with the signatures hereto or to the r a t i f i c a t i o n or consent hereof or to 

such other address as any such party may have furnished i n writing to party send­

ing the notice, demand or statement. 

25. NO WAIVER OF CERTAIN RIGHTS. 

Nothing i n this agreement contained shall be construed as a waiver by 

any party hereto of the right to assert any legal or constitutional right or 

defense as to the v a l i d i t y or in v a l i d i t y of any law of the State wherein said 

unitized lands are located, or of the United States, or regulations issued there­

under i n any way affecting such party, or as a waiver by any such party of any 

right beyond his or I t s authority to waive. 

26. UNAVOIDABLE DELAY. 

A l l obligations under this agreement requiring the Unit Operator to 

commence or continue d r i l l i n g or to operate on or produce unitized substances 

from any of the lands covered by this agreement shall be suspended while, but 

only so long as, the Unit Operator despite the exercise of due care and diligence 

i s prevented from complying with such obligations, i n whole or i n part, by 

strikes, acts of God, Federal, State, or municipal law or agencies, unavoidable 

accidents, uncontrollable delays i n transportation, i n a b i l i t y to obtain necessary 
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materials i n open market, or other matters beyond the reasonable control of the 

Unit 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 national origin. 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 compensation; and selection for 

training, including apprenticeship. The Unit Operator agrees to post hereafter 

i n 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 i n a l l sub­

contracts hereunder, exeept subcontracts for standard commercial supplies or 

raw materials. 

28. LQSS QF TITLE. 

In the event t i t l e to any tract of unitized land shall f a i l and the 

true owner cannot be induced to join i n this unit agreement, so that such tract 

i s not f u l l y 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 t i t l e . In 

the event of a dispute as to t i t l e as to any royalty, working interest, or other 

interests subject thereto, payment or delivery on account thereof may be withheld 

without l i a b i l i t y for interest u n t i l the dispute i s f i n a l l y 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 Mexico should be withheld, 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 money pending f i n a l settlement of the t i t l e dispute, and then applied 

as earned or returned i n accordance with such f i n a l settlement. 

Unit Operator as such i s relieved from any responsibility for any de­

fect or failure of any t i t l e hereunder. 
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29. NON-JOINDER AND SUBSEQUENT JOINDER. 

I f the owner of any substantial interest i n a tract within the unit 

area f a i l s or refuses to subscribe or consent to this agreement, the owner of 

the working interest i n 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 w i l l be for the 

account of the corresponding working interest owner. Any o i l or gas interests 

i n lands within the unit area not committed hereto prior to submission of this 

agreement for f i n a l approval may thereafter be committed hereto by the owner or 

owners thereof subscribing or consenting to this agreement, and, i f the interest 

i s a working interest, by the owner of such interest also subscribing to the unit 

operating agreement. Joinder to the unit agreement by a working interest owner, 

at any time, must be accompanied by appropriate joinder to the unit operating 

agreement, i f more than one committed working interest owner i s involved, i n 

order for the interest to be regarded as effectively committed to this unit agree­

ment. After operations are commenced hereunder, the right of a subsequent joinder, 

as provided i n this section, by a working interest owner i s subject to such re­

quirements or approvals, i f any, pertaining to such joinder, as may be provided 

for i n the unit operating agreement. After f i n a l approval hereof, joinder by a 

non-working interest owner must be consented to i n writing by the working interest 

owner committed hereto and responsible for the payment of any benefits that may 

accrue hereunder i n behalf of such non-working interest. Joinder by any owner 

of a non-working interest at any time must be accompanied by appropriate joinder 

by the owner of the corresponding working interest i n order for the interest to 

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

provided, subsequent joinders to this agreement shall be effective as of the 

f i r s t day of the month following the f i l i n g with the Commissioner and the Super­

visor of duly executed counterparts of a l l or any papers necessary to establish 

effective commitment of any tract to this agreement unless objection to such 

joinder i s duly made within sixty days by the Director or the Commissioner. 

30. COUNTERPARTS. 

This agreement may be executed i n any number of counterparts, no one 

of which needs to be executed by a l l parties or may be r a t i f i e d or consented to 
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by separate instrument i n writing specifically referring hereto and shall be 

binding upon a l l those parties who have executed such a counterpart, r a t i f i c a t i o n , 

or consent hereto with the same force and effect as i f a l l such parties had 

signed the same document and regardless of whether or not i t i s executed by a l l 

other parties owning or claiming an interest i n the lands within the above-

described unit area. 

IN WITNESS WHEREOF, this unit agreement i s executed by the undersigned 

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

UNIT OPERATOR AND WORKING INTEREST OWNER 

WILSHIRE OIL COMPANY OF TEXAS 

Date: By 
Vice President 

ATTEST: 

Assistant Secretary 
Leggett Building 
Midland, Texas 

OTHER WORKING INTEREST OWNERS 

CARPER DRILLING COMPANY 

Date: By 
President 

ATTEST: 

200 Carper Building 
Artesia, New Mexico 

Secretary 

Date: 

ATTEST: 

SINCLAIR OIL & GAS COMPANY 

By 
Vice President 

Assistant Secretary 
Sinclair Building 
Tulsa, Oklahoma 
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PHILLIPS PETROLEUM COMPANY 

Date: By 
Vice President 

ATTEST: 

Assistant Secretary 
Bartlesville, Oklahoma 

Date: By 
Vice President 

ATTEST: 

Assistant Secretary 

Date: ______ 

Address: , Paul 0. Sergant 

Witness: t 

OTHER PARTIES 
Date: i 

Address: ; 

By wilcy •RyPralrt 

Paul Childress 

Witness: 

Date: . 

Address: 

Witness: 

Date: 

Address: 

Witness: 

Date: 

Address: 

Witness: 
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P. O. BOX 9 3 3 P H O N E S : M A I N 2 - S 2 3 0 
OR M A I N 2 - 0 4 2 0 

ty . 
FOSTER MORRELL 
PETROLEUM CONSULTANT 

NICKSON HOTEL BUILDING 

/->.-s ROSWELL. NEW MEXICO 

October 8, 1957 

Mr. A. L. Porter 
Secretary and Director 
New Mexico Oil Conservation Commission 
P. 0. Box 871 
Santa Fe, New Mexico 

Re: Seven Rivers H i l l s Unit Agreement 
Eddy County, New Mexico 

Dear Mr. Porter: 

On September 27, 1957, the Acting Director of the Geological 
Survey approved the Seven Rivers H i l l s Unit Agreement embracing 10,995.88 
acres of land i n T. 20 S., R. 26 E., and T. 21 S., R. 25 E., N.M.P.M., 
Eddy County, New Mexico. This agreement i s designated by the Department 
of Interior as Contract No. 14-08-001-3900 and i s effective as of 
October 1, 1957. 

An executed counterpart of the approved Unit Agreement and 
Unit Operating Agreement for the Seven Rivers H i l l s Unit Area i s f i l e d 
herewith for your records pursuant to Section 5 of the Commission's 
Order No. R-973, dated April 5, 1957, i n Case No. 1224-

Wilshire Oil Company of Texas, Leggett Building, Midland, Texas, 
is designated under these agreements as the Unit Operator. 

Very t r u l y yours, 

FM/as 
Enclosures 

cc: Mr. Clyde N. Stone 
Wilshire Oil Company of Texas 
Leggett Building 
Midland, Texas 
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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION 
OF THE SEVEN RIVERS HILLS UNIT AREA 

COUNTY OF EDDY 
STATE OF NEW MEXICO 

NO. 1 4 - Q ? - & O i - 5 9 o f l 

THIS AGREEMENT, entered into as of the of 

195 "7. hy and between the parties subscribing, r a t i f y i n g or consenting hereto, 

and herein referred to as the "parties hereto," 

W I T N E S S E T H : 

WHEREAS, the parties hereto are the owners of working, royalty or other 

o i l and gas interests i n 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 to unite with each other, or j o i n t l y or separately with others, 

i n collectively adopting and operating a cooperative or unit plan of development 

or operation of any o i l or gas pool, f i e l d , or l i k e area, or any part thereof, 

for the purpose of more properly conserving the natural resources thereof when­

ever determined and certified by the Secretary of the Interior to be necessary 

or advisable i n the public interest; and 

WHEREAS, the Commissioner of Public Lands of the State of New Mexico 

i s 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 Oil Conservation Commission of the State of New Mexico 

i s authorized by an act of the Legislature (Chapter 72, Laws 1935, as amended 

by Chapter 193, Laws of 1937, Chapter 166, Laws of 1941, and Chapter 168, Laws 

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

WHEREAS, the parties hereto hold sufficient interests i n the Seven 

Rivers H i l l s Unit Area covering the land hereinafter described to give reason­

ably 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 develop­

ment and operation of the area subject to this agreement under the terms, con­

ditions, and limitations herein set forth; 

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

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



i n the below-defined unit area, and agree severally among themselves as 

follows: 

1. ENABLING ACT AND REGULATIONS. 

The Mineral Leasing Act of February 25, 1920, as amended, supra, and 

a l l valid pertinent regulations, including operating and unit plan regulations, 

heretofore issued thereunder or valid pertinent and reasonable regulations here­

after issued thereunder are accepted and made a part of this agreement as to 

Federal lands, provided such regulations are not inconsistent with the terms of 

this agreement; and as to non-Federal lands, the o i l and gas operating regula­

tions i n effect as of the effective date hereof governing d r i l l i n g 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. UNIT AREAn 

The following-described land i s hereby designated and recognized as 

constituting the unit area: 

New Mexico Principal Meridian 
Xownshjp 2Q South, Range 26 East 

Section 19: Lots 3,4, S£NE£, EiSw£, SE£ 4OO.O4 
Sections 20, 21, 22: A l l 1,920.00 
Section 27: NW£, W|SiAf£ 240.00 
Sections 28, 29: A l l 1,280.00 
Section 30: Lots 1,2,3,4, EM-, Ei ( a l l ) 639.84 
Section 31: Lots 1,2,3,4, EJW|, E| ( a l l ) 639.84 
Sections 32, 33: A l l 1,280.00 

Section 3: Lots 2,3,4,5,12,13, NŴ SWi 246.31 
Section 4: Lots 1 through 16, SW£, N§SE£, SŴ SEt 876.80 
Section 5: Lots 1 through 16, Si ( a l l ) 917.98 
Section 6: Lots 1 through 18, EiSW£, SE£ ( a l l ) 918.27 
Section 7: Lots 1,2,3,4, E£W£-, E^ ( a l l ) 638.88 
Section 8: Ni, SW"£, N̂ -SÊ , SŴ SÊ  600.00 
Section 9: N|NW£ 80.00 
Section 18: Lots 1,2,3,4, Ê NŴ , WjNE^ 317.92 

Total 10,995.88 

Exhibit "A" attached hereto is a map showing the unit area and the 

boundaries and identity of tracts and leases i n said area to the extent known to 

the Unit Operator. Exhibit "B" attached hereto i s a schedule showing to the ex­

tent known to the Unit Operator the acreage, percentage, and kind of ownership 

of o i l and gas interests i n a l l land i n the unit area. However, nothing herein 

or i n said schedule or map shall be construed as a representation by any party 

hereto as to the ownership of any interest other than such interest or interests 

as are shown i n said map or schedule as owned by such party. Exhibits "A" and 
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"B" shall he revised hy the Unit Operator whenever changes i n the unit area 

render such revision necessary, or when requested hy the Oil and Gas Supervisor, 

hereinafter referred to as "Supervisor," or when requested hy the Commissioner 

of Public 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 f i l e d with 

the Supervisor and copies thereof shall be f i l e d with the Commissioner and the 

New Mexico Oil Conservation Commission, hereinafter referred to as the "Commission." 

The above-described unit area shall when practicable be expanded to 

include therein any additional 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 any participating area whenever such expansion or con­

traction i s necessary or advisable to conform with the purposes of this agreement. 

Such expansion or contraction shall be effected i n the following manner; 

(a) Unit Operator, on i t s own motion or on demand of the Director of 

the Geological Survey, hereinafter referred to as "Director," or on demand of 

the Commissioner, after preliminary concurrence of the Director, shall prepare 

a notice of proposed expansion or contraction describing the contemplated changes 

i n the boundaries of the unit area, the reasons therefor, and the proposed ef­

fective date thereof, preferably the f i r s t 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 to the last known address 

of each working interest owner, lessee, and lessor whose interests are affected, 

advising that t h i r t y days w i l l be allowed for submission to the Unit Operator 

of any objections. 

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

item (b) hereof, Unit Operator shall f i l e with the Commission, the Commissioner, 

and the Supervisor evidence of mailing of the notice of expansion or contrac­

tion and a copy of any objections thereto which have been f i l e d with the Unit 

Operator, together with an application i n sufficient number, for approval of 

such expansion or contraction, and with appropriate joinders. 

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

sion or contraction shall, upon approval by the Commission, the Commissioner, and 

the Director, become effective as of the date prescribed i n the notice thereof. 
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(e) A l l legal subdivisions of unitized lands ( i . e . , 40 acres by Govern­

ment survey or i t s nearest l o t or tract equivalent i n instances of irregular sur­

veys, however, unusually large lots or tracts shall be considered i n multiples 

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 i n a p a r t i c i ­

pating area within five years after the f i r s t day of the month following the 

effective date of the f i r s t i n i t i a l participating area established under this 

unit agreement, shall be eliminated automatically from this agreement, effective 

as of the f i r s t 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 period diligent d r i l l i n g operations are i n progress on 

unitized lands not entitled to participation, i n which event a l l such lands shall 

remain subject hereto for so long as such d r i l l i n g operations are continued d i l i ­

gently, with not more than 90 days1 time elapsing between the completion of one 

such well and the commencement of the next such well, except that the time allowed 

between such wells shall not expire earlier than 30 days after the expiration of 

any period of time during which d r i l l i n g operations are prevented by a matter 

beyond the reasonable control of Unit Operator as set forth i n the section hereof 

entitled "Unavoidable Delay"; provided that a l l legal subdivisions of lands not 

i n a participating area and not entitled to become participating under the ap­

plicable provisions of this agreement within 7 years after said f i r s t day of the 

month following the effective date of said f i r s t i n i t i a l participating area shall 

be eliminated as above specified. Determination of creditable "Unavoidable 

Delay" time shall be made by Unit Operator and subject to approval of the Com­

missioner and the Director. The Unit Operator shall, within 90 days after the 

effective date of any elimination hereunder, describe the area so eliminated 

to the satisfaction of the Commissioner and the Director and promptly notify a l l 

parties i n interest. 

I f conditions warrant extension of the 7-year period specified i n 

this subsection 2(e), a single extension of not to exceed 2 years may be accom­

plished by consent of the owners of 90% of the current unitized working interests 

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

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

basis, respectively, with approval of the Commissioner and the Director, pro­

vided such extension application i s submitted to the Commissioner and the 
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Director not later than 60 days prior to the expiration of said 7-year 

period. 

Any expansion of the unit area pursuant to this section which embraces 

lands theretofore eliminated pursuant to this subsection 2(e) shall not be con­

sidered automatic commitment or recommitment of such lands. 

3. UNITIZED LAND AND UNITIZED SUBSTANCES, 

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

herein as "unitized land" or "land subject to this agreement." A l l o i l and gas 

i n any and a l l formations of the unitized land are unitized under the terms of 

this agreement and herein are called "unitized substances." 

4. UNIT QFERATQP,̂  

Wilshire Oil Company of Texas, a Delaware corporation with offices at 

Midland, Texas, i s 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 i s made herein to the Unit Operator, 

such reference means the Unit Operator acting i n that capacity and not as an 

owner of interest i n unitized substances, and the term "working interest owner" 

when used herein shall include or refer to Unit Operator as the owner of a work­

ing interest when such an interest i s owned by i t . 

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. 

Unit Operator shall have the right to resign at any time prior to the 

establishment of a participating area or areas hereunder, but such resignation 

shall not become effective so as to release Unit Operator from the duties and 

obligations of Unit Operator and terminate Unit Operator's rights as such for 

a period of six months after notice of intention to resign has been served by 

Unit Operator on a l l working interest owners and the Commission, the Commissioner, 

and the Director, and u n t i l a l l wells then d r i l l e d hereunder are placed i n a 

satisfactory condition for suspension or abandonment whichever i s required by 

the Supervisor as to Federal lands and by the (Commission as to other lands, un­

less a new Unit Operator shall have been selected and approved and shall have 

taken over and assumed the duties and obligations of Unit Operator prior to the 

expiration of said period. 

Unit Operator shall have the right to resign i n li k e manner and sub­

ject to l i k e limitations as above provided at any time a participating area 
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established hereunder i s i n existence, provided, that such resignation shall not 

release Unit Operator from any l i a b i l i t y for any default by i t hereunder occur­

ring prior to the effective date of i t s resignation. 

The Unit Operator may, upon default or failure i n the performance of 

i t s duties or obligations hereunder, be subject to removal by the same percent­

age vote of the owners of working interests determined i n li k e 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 whatsoever there i s no Unit Operator, u n t i l 

a successor Unit Operator i s selected and approved as hereinafter provided, the 

working interest owners shall be j o i n t l y responsible for performance of the 

duties of Unit Operator, and shall not later than t h i r t y days before such resig­

nation or removal becomes effective appoint a common agent to represent them i n 

any action to be taken hereunder. 

The resignation or removal of Unit Operator under this agreement shall 

not terminate I t s r i g h t , t i t l e , or interest as the owner of a working interest 

or other interest i n unitized substances, but upon the resignation or removal 

of Unit Operator becoming effective, such Unit Operator shall deliver possession 

of a l l equipment, materials, and appurtenances used i n conducting the unit 

operations and owned by the working interest owners to the new duly qualified 

successor Unit Operator or to the owners thereof i f no such new Unit Operator 

i s elected, to be used for the purpose of conducting unit operations hereunder. 

Nothing herein shall be construed as authorizing removal of any material, equip­

ment and appurtenances needed for the preservation of any wells. 

6. SUCCESSOR UNIT OPERATOR. 

Whenever the Unit Operator shall tender his or i t s resignation as Unit 

Operator or shall be removed as hereinabove provided, the owners of the working 

interests i n the participating area or areas according to their respective acre­

age interests i n such participating area or areas, or u n t i l a participating area 

shall have been established, the owners of the working interests according to 

their respective acreage interests i n a l l unitized land, shall by majority vote 

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

seventy-five percent of the working interests qualified to vote are owned by one 

party to this agreement, a concurring vote of one or more additional working i n ­

terest owners shall be required to select a new operator. Such selection shall 
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not become effective u n t i l (a) a Unit Operator so selected shall accept i n writing 

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

have been approved by the Commissioner and the Director. I f 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 PROVISIONS AND UNIT OPERATING AGREEMENT. 

Costs and expenses incurred by Unit Operator i n conducting unit oper­

ations hereunder shall be paid and apportioned among and borne by the owners of 

working interests, a l l i n accordance with the agreement or agreements entered 

into by and between the Unit Operator and the owners of working interests, whether 

one or more, separately or collectively. Any agreement or agreements, entered 

into between the working interest owners and the Unit Operator as provided i n 

this section, whether one or more, are herein referred to as the "unit operating 

agreement." Such unit operating agreement shall also provide the manner in which 

the working interest owners shall be entitled to receive their respective pro­

portionate and allocated share of the benefits accruing hereto i n conformity 

with their underlying operating agreements, leases, or other independent con­

tracts, and such other rights and obligations as between Unit Operator and the 

working interest owners as may be agreed upon by Unit Operator and the working 

interest owners; however, no such unit operating agreement shall be deemed either 

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

the Unit Operator of any right or obligation established under this unit agreement, 

and i n case of any inconsistency or conflict between the unit agreement and the 

unit operating agreement, this unit agreement shall prevail. Three true copies 

of any unit operating agreement executed pursuant to this section should be f i l e d 

with the Supervisor prior to approval of this unit agreement by the Director. 

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. 

Except as otherwise specifically provided herein, the exclusive right, 

privilege, and duty of exercising any and a l l rights of the parties hereto which 

are necessary or convenient for prospecting for, producing, storing, allocating, 

and distributing the unitized substances are hereby delegated to and shall be 

exercised by the Unit Operator as herein provided. Acceptable evidence of t i t l e 

to said rights shall be deposited with said Unit Operator, and together with 

this agreement, shall constitute and define the rights, privileges, and o b l i ­

gations of Unit Operator. Nothing herein, however, shall be construed to transfer 
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t i t l e to any land or to any lease or operating agreement, i t being understood 

that under this agreement the Unit Operator, i n i t s capacity as Unit Operator, 

shall exercise the rights of possession and use vested i n the parties hereto 

only for the purposes herein specified. 

9. DRILLING TQ DISCOVERY. 

Within six months after the effective date hereof, the Unit Operator 

shall begin to d r i l l an adequate test well at a location approved by the Super­

visor i f on Federal land or the Commission i f on State or patented land, unless 

on such effective date a well i s being d r i l l e d conformably with the terms hereof, 

and thereafter continue such d r i l l i n g d i l i g e n t l y u n t i l the upper portion of the 

San Andres formation has been tested or u n t i l at a lesser depth unitized sub­

stances shall be discovered which can be produced i n paying quantities (to-wit: 

quantities sufficient to repay the costs of d r i l l i n g , and producing operations, 

with a reasonable p r o f i t ) or the Unit Operator shall at any time establish to 

the satisfaction of the Supervisor i f on Federal land or the Commissioner i f on 

State land or the Commission i f on patented land that further d r i l l i n g of said 

well would be unwarranted or impracticable, provided, however, that Unit Opera­

tor shall not i n any event be required to d r i l l said well to a depth i n excess 

of 3000 feet. Within ninety days following completion of the aforesaid i n i t i a l 

test well upon the unit area, Unit Operator shall commence the d r i l l i n g of an 

additional well and shall thereafter continue d r i l l i n g operations thereon to 

said formation or depth at a location selected by Unit Operator and approved by 

the Supervisor i f on Federal land or the Commission i f on State or patented 

land, so spaced within the unit area as to determine so far as may be prac t i ­

cable the productive acreage i n the San Andres 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 Operator shall continue 

d r i l l i n g d i l i g e n t l y one well at a time, allowing not more than six months be­

tween the completion of one well and the beginning of the next well, u n t i l a 

well capable of producing unitized substances i n paying quantities i s completed 

to the satisfaction of said Supervisor, or u n t i l i t i s reasonably proved that 

the unitized land i s incapable of producing unitized substances i n paying quan­

t i t i e s i n the formations d r i l l e d hereunder. Nothing i n this section shall be 

deemed to l i m i t the right of the Unit Operator to resign as provided i n Section 

5 hereof, or as requiring Unit Operator to commence or continue any d r i l l i n g 
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during the period pending such resignation becoming effective i n order to comply 

with the requirements of th i s section. After completion of the two test wells 

mentioned above, the Director may modify the d r i l l i n g requirements of this sec­

tion by granting reasonable extensions of time when, i n his opinion, such action 

i s warranted. 

Upon failure to comply with the d r i l l i n g 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 OPERATION. 

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

tized substances i n 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 d r i l l i n g 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 plan, 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 the exploration of the 

unitized area and for the diligent d r i l l i n g necessary for determination of the 

area or areas thereof capable of producing unitized substances i n paying quan­

t i t i e s i n each and every productive formation and shall be as complete and ade­

quate as the Commission, the Commissioner, and the Supervisor may determine to 

be necessary for timely development and proper conservation of the o i l and gas 

resources of the unitized area and shall (a) specify the number and locations 

of any wells to be d r i l l e d and the proposed order and time for such d r i l l i n g ; 

and (b) to the extent practicable specify the operating practices regarded as 

necessary and advisable for proper conservation of natural resources. Separate 

plans may be submitted for separate productive zones, subject to the approval of 

the Commission, the Commissioner, and the Supervisor. Said plan or plans shall 

be modified or supplemented when necessary to meet changed conditions or to 

protect the interests of a l l parties to this agreement. Reasonable diligence 

shall be exercised i n complying with the obligations of the approved plan of 
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development. The Commissioner and the Supervisor are authorized to grant a reason­

able extension of the six-month period herein prescribed for submission of an 

i n i t i a l plan of development where such action i s j u s t i f i e d because of unusual con­

ditions or circumstances. After completion hereunder of a well capable of pro­

ducing any unitized substance i n paying 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, the Commissioner, 

and the Supervisor, shall be d r i l l e d 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 i n 

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 thereof, of a l l unitized land then regarded as 

reasonably proved to be productive of unitized substances i n paying quantities; 

a l l lands i n 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 i s 

later. Said schedule also shall set forth the percentage of unitized substances 

to be allocated as herein provided to each unitized tract i n the participating 

area so established, and shall govern the allocation of production from and after 

the date the participating area becomes effective. A separate participating 

area shall be established i n like manner for each separate pool or deposit of 

unitized substanees or for any group thereof produced as a single pool or zone, 

and any two or more participating areas so established may be combined into one 

with the consent of the owners of a l l working interests i n the lands within the 

participating areas so to be combined, on approval of the Commission, the Commis­

sioner and the Director. The participating area or areas so established shall 

be revised from time to time, subject to l i k e approval, whenever such action 

appears proper as a result of further d r i l l i n g operations or otherwise, to i n ­

clude additional land then regarded as reasonably proved to be productive i n 

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

be productive i n paying quantities and the percentage of allocation shall also 

be revised accordingly. The effective date of any revision shall be the f i r s t 
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of the month i n whieh i s obtained the knowledge or information on whieh such re­

vision i s predicated, provided, however, that a more appropriate effective date 

may he used i f j u s t i f i e d hy the Unit Operator and approved hy the Director. No 

land shall he excluded from a participating area on account of depletion of the 

unitized substances, 

I t Is the intent of this section that a participating area shall rep­

resent the area known or reasonably estimated to be productive i n 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 between the Unit Operator and 

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

or redefinition of a participating area, or u n t i l a participating area has, or 

areas have, been established as provided herein, the portion of a l l payments af­

fected thereby may be impounded i n a manner mutually acceptable to the owners of 

working interests, except royalties due the United States and the State of New 

Mexico, which shall be determined by the Supervisor and the Commissioner and the 

amount thereof deposited as directed by the Supervisor, and the Commissioner, 

respectively, to be held as unearned money u n t i l a participating area is f i n a l l y 

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. 

whenever i t i s 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 d r i l l e d under this agreement i s not 

capable of production i n paying quantities and inclusion of the land on which i t 

i s situated i n a participating area i s unwarranted, production from such well, 

for the purposes of settlement among a l l parties other than working interest 

owners, shall be allocated to the land on which the well i s located so long as 

such land i s not within a participating area established for the pool or deposit 

from which such production i s obtained. Settlement for working interest benefits 

from such a well shall be made as provided i n the unit operating agreement. 
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12- ALLOCATION QF PRODUCTION. 

A l l unitized substances produced from each participating area estab­

lished under this agreement, except any part thereof used i n conformity with 

good operating practices within the unitized area for d r i l l i n g , operating, camp 

and other production or development purposes, for repressuring or recycling i n 

accordance with a plan of development approved by the Commission, the Commis­

sioner, and the Supervisor, or unavoidably lost, shall be deemed to be produced 

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 of unitized 

land shall have allocated to i t such percentage of said production as the number 

of acres of such tract included i n said participating area bears to the t o t a l 

acres of unitized land i n 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 i n the unit operating agree­

ment whether i n conformity with the basis of allocation herein set forth or other­

wise. I t i s hereby agreed that production of unitized substances from a p a r t i c i ­

pating area shall be allocated as provided herein regardless of whether any wells 

are d r i l l e d on any particular part or tract of said participating area. I f any 

gas produced from one participating area i s used for repressuring or recycling 

purposes i n another participating area, the f i r s t gas withdrawn from such last 

mentioned participating area for sale during the l i f e of this agreement shall be 

considered to be the gas so transferred u n t i l an amount equal to that transferred 

shall be so produced for sale and such gas shall be allocated to the participat­

ing area from which I n i t i a l l y produced as constituted at the time of such f i n a l 

production. 

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

DRILLING QF WELLS NOT MUTUALLY AGREED UPON. 

Any party or parties hereto owning or controlling the working interests 

or a majority of the working interests i n any unitized land having thereon a 

regular well location may, with the approval of the Supervisor as to Federal land, 

or the Commission as to State land and privately-owned land, and subject to the 

provisions of the unit operating agreement, at such party's sole r i s k , cost and 

expense, d r i l l a well to test any formation for which a participating area has 

not been established or to test any formation for which a participating area has 
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been established i f such location i s not within said participating area, or d r i l l 

any well not mutually agreed to by a l l interested parties, unless within ninety 

days of receipt of notice from said party of his intention to d r i l l the well the 

Unit Operator elects and commences to d r i l l such well i n l i k e manner as other 

wells are d r i l l e d by the Unit Operator under this agreement. 

I f any well d r i l l e d as aforesaid by a working interest owner results 

i n production such that the land upon which i t i s situated may properly be i n ­

cluded i n a participating area, such participating area shall be established or 

enlarged as provided i n this agreement, and the party or parties paying the cost 

of d r i l l i n g such well shall be reimbursed as provided i n the unit operating agree­

ment for the cost of d r i l l i n g such well, and the well shall thereafter be operated 

by Unit Operator i n accordance with the terms pf this agreement and the unit 

operating agreement. 

I f any well d r i l l e d as aforesaid by a working interest owner obtains pro­

duction i n quantities insufficient to j u s t i f y the inclusion i n a participating 

area of the land upon which sueh well is situated, such well may be operated and 

produced by the party d r i l l i n g the same subject to the conservation requirements 

of this agreement. The royalties i n amount or value of production from any such 

well shall be paid as specified i n the underlying lease and agreements affected. 

14. ROYALTY SETTLEMENT. 

The United States and the State of New Mexico and a l l royalty owners 

who, under existing contracts, are entitled to take i n kind a share of the sub­

stances now unitized hereunder produced from any traet, shall hereafter be en­

t i t l e d to the right to take i n kind their share of the unitized substances a l ­

located to such traet, and Unit Operator, or i n ease of the operation of a well 

by a working interest owner as herein i n special cases provided for, such work­

ing Interest owner, shall made deliveries of such royalty share taken i n kind i n 

conformity with the applicable contracts, laws, and regulations. Settlement for 

royalty interest not taken i n kind shall be made by working interest owners 

responsible therefor under existing contracts, laws, and regulations, on or be­

fore the last day of each month for unitized substances produced during the 

preceding calendar month; provided, however, that nothing herein contained shall 

operate to relieve the lessees of any land from their respective lease obligations 

for the payment of any royalties due under their leases. 
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I f gas obtained from lands not subject to this agreement i s introduced 

into any participating area of the lands being operated hereunder, for use i n 

repressuring, stimulation of production, or increasing ultimate recovery, which 

shall be i n conformity with a plan f i r s t approved by the Commission, the Commis­

sioner, and the Supervisor, a li k e amount of gas, after settlement as herein 

provided for any gas transferred from any other participating area and with due 

allowance for loss or depletion from any cause, may be withdrawn from the for­

mation into which the gas was introduced, royalty free as to dry gas, but not 

as to the products extracted therefrom; provided that such withdrawal shall be 

at such time as may be provided i n the plan of operations or as may otherwise 

be consented to by the Commission, the Commissioner, and the Supervisor, as con­

forming to good petroleum engineering practice, and provided further, that such 

right of withdrawal shall terminate on the termination of this unit agreement. 

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

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

substances on the basis of the amounts thereof allocated to unitized Federal 

land as provided herein at the rates specified i n the respective Federal leases, 

or at such lower rate or rates as may be authorized by law or 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 i n accordance 

with the operating regulations as though each participating area were a single 

consolidated lease. 

Royalty due on account of State and privately-owned lands shall be com­

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

15. RENTAL SETTLEMENT. 

Rental or minimum royalties due on leases committed hereto shall be 

paid by working interest owners responsible therefor under existing contracts, 

laws, and regulations, provided that nothing herein contained shall operate to 

relieve the lessees of any land from their respective lease obligations for the 

payment of any rental or minimum royalty i n l i e u thereof due under their leases. 

Rental or minimum royalty for lands of the United States subject to this agree­

ment shall be paid at the rate specified i n the respective leases from the United 

States unless such rental or minimum royalty i s waived, suspended, or reduced by 

law or by approval of the Secretary or his duly authorized representative. 
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Rentals on State of New Mexico lands subject to this agreement shall 

be paid at the rates specified i n the respective leases. 

With respect to any lease on non-Federal land, i f and when committed 

to this agreement, containing provisions which would terminate such lease un­

less d r i l l i n g operations were within the time therein specified commenced upon 

the land covered thereby or rentals paid for the privilege of deferring such 

d r i l l i n g operations, the rentals required thereby shall, notwithstanding any 

other provision of this agreement, be deemed to accrue and become payable dur­

ing the terms thereof as extended by this agreement and u n t i l the required d r i l l ­

ing operations are commenced upon the land covered thereby or some portion of 

such land is included within a participating area. 

16. CQNiSERYAHQNo 

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 to pre­

vent drainage of unitized substances from unitized land by wells on land not sub­

ject to this agreement, including wells on adjacent unit areas, or with the consent 

of the Director or the Commissioner, respectively, pursuant to applicable regu­

lations pay a f a i r and reasonable compensatory royalty as determined by the 

Supervisor for Federal lands or as approved by the Commissioner for State lands. 

IS. LEASES AND CONTRACTS CONFORMED AND EXTENDED. 

The terms, conditions, and provisions of a l l leases, subleases, and 

other contracts relating to exploration, d r i l l i n g , development, or operation for 

o i l or gas of lands committed to this agreement are hereby expressly modified 

and amended to the extent necessary to make the same conform to the provisions 

hereof, but otherwise to remain i n f u l l force and effect; and the parties hereto 

hereby consent that the Secretary as to Federal leases and the Commissioner as 

to State leases shall and each by his approval hereof, or by the approval hereof 

by his duly authorized representative, does hereby establish, alter, change, or 

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

ments of Federal and State leases committed hereto and the regulations i n respect 
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thereto to conform said requirements to the provisions of this agreement, and, 

without l i m i t i n g the generality of the foregoing, a l l leases, subleases, and 

contracts are particularly modified i n accordance with the following: 

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

under the terms hereof shall be deemed f u l l performance of a l l obligations for 

development and operation with respect to each and every part or separately-owned 

tract subject to this agreement, regardless of whether there i s any development 

of any particular part or tract of the unit area, notwithstanding anything to the 

contrary i n any lease, operating agreement or other contract by and between the 

parties hereto, or their respective predecessors i n interest, or any of them. 

(b) D r i l l i n g and producing operations performed hereunder upon any 

tract of unitized lands w i l l be accepted and deemed to be performed upon and for 

the benefit of each and every tract of unitized land, and no lease shall be 

deemed to expire by reason of failure to d r i l l or produce wells situated on the 

land therein embraced. 

(c) Suspension of d r i l l i n g or producing operations on a l l unitized 

lands pursuant to direction or consent of the Secretary and the Commissioner, 

or their duly authorized representatives, 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, 

d r i l l i n g , development or operation for o i l or gas of lands other than those of 

the United States, committed to this agreement, which, by i t s terms might ex­

pire prior to the termination of this agreement, i s hereby extended beyond any 

such term so provided therein so that i t shall be continued i n f u l l force and 

effect for and during the term of this agreement; provided, however, each such 

lease, sublease or contract, where not already extended by production, shall only 

be extended i n the event unitized substances are capable of being produced from 

some part of the lands embraced i n such lease committed to this agreement, or 

some part of said lands are committed to a participating area 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 to the terms thereof 

or applicable law, shall continue i n f u l l force and effect thereafter. 
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(e) Any Federal lease for a fixed term of twenty years or any renewal 

thereof or any part of such lease which i s made subject to this agreement shall 

continue i n force beyond the term provided therein u n t i l the termination hereof. 

Any other Federal lease committed hereto shall continue i n 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 i s had i n 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 United States committed to this 

agreement, which by i t s terms would expire prior to the time at which the under­

lying lease, as extended by the immediately preceding paragraph, w i l l expire, 

is hereby extended beyond any such term so provided therein so that i t shall be 

continued i n f u l l force and effect for and during the term of the underlying 

lease as such term i s herein extended. 

(g) The segregation of any Federal lease committed to this agreement 

is governed by the following provision i n 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): "Any (Federal) lease hereafter committed to any such (unit) plan em­

bracing lands that are i n part within and i n 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 lease as to the nonunitized portion shall continue 

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 o i l or gas i s produced 

in paying quantities." 

(h) Any lease embracing lands of the State of New Mexico having only 

a portion of i t s lands committed hereto, shall be segregated as to the portion 

committed and the portion not committed, and the terms of such lease shall apply 

separately to such segregated portions commencing as of the effective date hereof. 

Provided, however, notwithstanding 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 i t s lands committed hereto shall continue i n f u l l force and effect 

beyond the term provided therein as to a l l lands embraced i n such lease, i f 

unitized substances are discovered and are capable of being produced i n paying 
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quantities 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 i f , at the 

expiration of the secondary term, the lessee or the Unit Operator is then engaged 

in bona fide d r i l l i n g or reworking operations on some part of the lands embraced 

in sueh lease, the same as to a l l lands embraced therein shall remain in f u l l 

force and effect so long as such operations are being diligently prosecuted, and 

i f they result in the production of unitized substances, said lease shall con­

tinue i n f u l l force and effect as to a l l of the lands embraced therein, so long 

thereafter as unitized substances in paying quantities are being produced from 

any portion of said lands. 

19. COVENANTS RUN, WITH mV<, 

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 u n t i l this agreement terminates, 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 a l l 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 f i r s t day of the calendar month after Unit 

Operator is furnished with the original, photostatic, or certified copy of the 

instrument of transfer. 

20. KFFKCTTTR BATE AMD TERM. 

This agreement shall become effective upon approval by the Commissioner 

and the Director, or their duly authorized representatives, as of the f i r s t day 

of the month following approval by the Director and shall remain in effect until 

July 1, I960, and so long thereafter as unitized substances can be produced in 

paying quantities, i.e., in this particular instance i n 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, so long thereafter 

as diligent operations are i n progress for the restoration of production or discovery 

of new production and so long thereafter as the unitized substances so discovered can 

be produced as aforesaid, or i t is terminated as heretofore provided i n this agreement. 

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

five percent, on an acreage basis, of the owners of working interests signatory 
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hereto, with the approval of the Commissioner and the Director; notice of any-

such approval to he given by the Unit Operator to a l l parties hereto. 

21. RATE OF PROSPECTING. DEVELOPMENT. AND PRODUCTION. 

A l l unit production and the disposal thereof shall he i n conformity 

with allocations, allotments and quotas made or fixed by any duly authorized 

person or regulatory body under any Federal or State statute. The Director i s 

hereby vested with authority to alter or modify from time to time, i n his dis­

cretion, the rate of prospecting and development and within the li m i t s made or 

fixed by the Commission to alter or modify the quantity and rate of production 

under this agreement, such authority being hereby limited to alteration or modi­

fication i n the public interest, the purpose thereof and the public interest to 

be served thereby to be stated i n the order of alteration or modification; 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 prospecting and develop­

ment i n the absence of the specific written approval thereof by the Commissioner 

and as to any lands of the State of New Mexico or privately-owned lands subject 

to this agreement as to the quantity and rate of production i n the absence of 

specific written approval thereof by the Commission. 

Powers i n this section vested i n the Director shall only be exercised 

after notice to Unit Operator and opportunity for hearing to be held not less 

than f i f t e e n days from notice. 

22. CONFLICT OF SUPERVISION. 

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

them shall be subject to any forfeiture, termination or expiration of any rights 

hereunder or under any leases or contracts subject hereto, or to any penalty or 

l i a b i l i t y on account of delay or failure In whole or i n part to comply with any 

applicable provision thereof to the extent that the said Unit Operator, working 

interest owners or any of them are hindered, delayed or prevented from complying 

therewith by reason of failure of the Unit Operator to obtain, i n the exercise 

of due diligence, the concurrence of proper representatives of the United States 

and proper representatives of the State of New Mexico in and about any matters 

or thing concerning which i t i s required herein that such concurrence be ob­

tained. The parties hereto, including the Commission, agree that a l l powers and 

authority vested i n the Commission i n and by any provisions of this contract are 

vested i n the Commission and shall be exercised by i t pursuant to the provisions 
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of the laws of the State of New Mexico and subject i n any case to appeal or 

judi c i a l 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 a l l interests affected hereby before 

the Department 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 r e l i e f 

from any of said regulations or i n 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 also have 

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

24- NOTICES. 

A l l notices, demands or statements required hereunder to be given or 

rendered to the parties hereto shall be deemed f u l l y given i f given i n writing 

and personally delivered to the party or sent by postpaid registered mail, ad­

dressed to such party or parties at their respective addressee set forth i n con­

nection with the signatures hereto or to the r a t i f i c a t i o n or consent hereof or to 

such other address as any such party may have furnished i n writing to party send­

ing the notice, demand or statement. 

25t NO WAIVER OF CERTAIN RIGHTS. 

Nothing i n this agreement contained shall be construed as a waiver by 

any party hereto of the right to assert any legal or constitutional right or 

defense as to the v a l i d i t y or in v a l i d i t y of any law of the State wherein said 

unitized lands are located, or of the United States, or regulations issued there­

under i n any way affecting such party, or as a waiver by any such party of any 

right beyond his or I t s authority to waive. 

26. UNAVOIDABLE DELAY. 

A l l obligations under this agreement requiring the Unit Operator to 

commence or continue d r i l l i n g or to operate on or produce unitized substances 

from any of the lands covered by this agreement shall be suspended while, but 

only so long as, the Unit Operator despite the exercise of due care and diligence 

i s prevented from complying with such obligations, i n whole or i n part, by 

strikes, acts of God, Federal, State, or municipal law or agencies, unavoidable 

accidents, uncontrollable delays i n transportation, i n a b i l i t y to obtain necessary 

Seven Rivers H i l l s Unit Agreement - Page 20 



materials i n open market, or other matters beyond the reasonable control of the 

Unit Operator whether similar to matters herein enumerated or not. 

27. FAIR EMPLQYMENJ, 

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 national origin. 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 compensation; and selection for 

training, including apprenticeship. The Unit Operator agrees to post hereafter 

i n 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 i n a l l sub­

contracts hereunder, except subcontracts for standard commercial supplies or 

raw materials. 

28. LOSS OF yiiLg, 

In the event t i t l e to any tract of unitized land shall f a i l and the 

true owner cannot be induced to join i n this unit agreement, so that such tract 

i s not f u l l y 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 t i t l e . In 

the event of a dispute as to t i t l e as to any royalty, working interest, or other 

interests subject thereto, payment or delivery on account thereof may be withheld 

without l i a b i l i t y for interest u n t i l the dispute i s f i n a l l y 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 Mexico should be withheld, 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 money pending f i n a l settlement of the t i t l e dispute, and then applied 

as earned or returned i n accordance with such f i n a l settlement. 

Unit Operator as such i s relieved from any responsibility for any de­

fect or failure of any t i t l e hereunder. 
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29. NON-JOINDER AND SUBSEQUENT JOINDER. 

I f the owner of any substantial interest i n a tract within the unit 

area f a i l s or refuses to subscribe or consent to this agreement, the owner of 

the working interest i n 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 w i l l be for the 

account of the corresponding working interest owner. Any o i l or gas interests 

i n lands within the unit area not committed hereto prior to submission of this 

agreement for f i n a l approval may thereafter be committed hereto by the owner or 

owners thereof subscribing or consenting to this agreement, and, i f the interest 

i s a working interest, by the owner of such interest also subscribing to the unit 

operating agreement. Joinder to the unit agreement by a working interest owner, 

at any time, must be accompanied by appropriate joinder to the unit operating 

agreement, i f more than one committed working interest owner i s involved, i n 

order for the interest to be regarded as effectively committed to this unit agree­

ment. After operations are commenced hereunder, the right of a subsequent joinder, 

as provided i n this section, by a working interest owner i s subject to such re­

quirements or approvals, i f any, pertaining to such joinder, as may be provided 

for i n the unit operating agreement. After f i n a l approval hereof, joinder by a 

non-working interest owner must be consented to i n writing by the working interest 

owner committed hereto and responsible for the payment of any benefits that may 

accrue hereunder i n behalf of such non-working interest. Joinder by any owner 

of a non-working interest at any time must be accompanied by appropriate joinder 

by the owner of the corresponding working interest i n order for the interest to 

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

provided, subsequent joinders to this agreement shall be effective as of the 

f i r s t day of the month following the f i l i n g with the Commissioner and the Super­

visor of duly executed counterparts of a l l or any papers necessary to establish 

effective commitment of any tract to this agreement unless objection to such 

joinder i s duly made within sixty days by the Director or the Commissioner. 

30. COUNTERPARTS. 

This agreement may be executed i n any number of counterparts, no one 

of which needs to be executed by a l l parties or may be r a t i f i e d or consented to 
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by separate instrument i n writing specifically referring hereto and shall be 

binding upon a l l those parties who have executed sueh a counterpart, r a t i f i c a t i o n , 

or consent hereto with the same force and effect as i f a l l such parties had 

signed the same document and regardless of whether or not i t i s executed by a l l 

other parties owning or claiming an interest i n the lands within the above-

described unit area. 

IN WITNESS WHEREOF, this unit agreement i s executed by the undersigned 

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

UNIT OPERATOR AND WORKING INTEREST OWNER 

Leggett Building 
Midland, Texas 

OTHER WORKING INTEREST OWNERS 

CARPER DRILLING COMPANY 

Date: ______________________ By 
President 

ATTEST: 

-Secretary 
200 Carper Building 
Artesia, New Mexieo 

SINCLAIR OIL & GAS COMPANY 

Date: ___________________________ By 
Vice President 

ATTEST: 

Assistant Secretary 
Sinclair Building 
Tulsa, Oklahoma 
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PHILLIPS PETROLEUM COMPANY 

Date: 

ATTEST: 

By 

Assistant Secretary 
Bartlesville, Oklahoma 

Date: 

Address:. 

ATTEST: 

Date: 

ngs 
Midland__ Texas 

Secretary 

RUTTER ROYALTY COMPANY 
Pout'^riOcrgQnlj' 

By 

Secretary *f 

OTHER PARTIES 

March 15, 1957 

Address: ^ Trust Department, 
First National Bank in Dallas, 

Dallas, Texas. 
Paul Childress 

Date: 

Address: 

Date: / ^ A , / j f . / f 4 7 

Address: ^ C ^ ^ > L ^ J t ^ ) 

ess: M7^Cfi<6C<r^^ 

Date 

Address 

Date: 

Address: 

Date: March 15, 1957 
% Trust Department 

Address: yT-Ct--as«-ll6 
First National Bank in Dallas, 

JogliBr-Missougi 
Dallas, Texas 

ATTEST; 

AbT5lafcan4r Secretary 

Ralph A. Shugart 

Anna A. Nearburg 

{/ Joe 

Tom L. I n 

Joan L. Ingram 

^^^1^ /fy^^T ^^^r-^J^> 
Fred Brainard 

Julia Brainard 

CHILDRESS ROYALTY COMPANY 

-Wiee-Presiden 
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STATE OF 

COUNTY OF 
ss. 

The foregoing instrument was acknowledged before me this day of 

fyldA^Jj . 195 ? . by c_^. s^ue^S . &LL^J President of 

Corporation, i n behalf of 

said corporation. 

My Commission Expires: 
LORENE BOSLER, Notary Public 

My Commission Expires June 1, 195% 

- , - JUXSJ 
Notary Public in and for Z/)^udJLsL~*<SdJ 
County, State of ^^C^g^J^y 

STATE OF 
) S S . 

COUNTY OF 

The foregoing instrument was acknowledged before me this _ day of 

*L , 195_£, by tf f s l / { L ^ £ u ^ ^ . __<____President of _ _ _ _ _ _ 

of said corporation. 

My Commission Expires: 

—•) 

A*/tSL—/' Corporation, i n behalf 

Notary Public in and £6r ?7^*>LLa-**--<iC< 
County, State of J2c^-+-+J 

) 
) . ss. 

STATE OF 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this _______ 

, 195 , by , President of 

day of 

Corporation, i n behalf 

of said corporation. 

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

ss. 
STATE OF ) 

) 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this 

, 195 , by , President of 

day of 

Corporation, i n behalf of 

said corporation. 

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



) ss. 
STATE OF MISSOURI ) 

) 
COUNTY OF JASPER ) 

The foregoing instrument was acknowledged before me this 15th ( j a y Q f 

195 7 . by Paul Childress f President of March 

CHILDRESS ROYALTY COMPANY 

said corporation. 

My Commission Expires: 

March 7, 1961 

a Delaware 
— ' i 

Corporation, i n behalf of 

Notary Public i n and for JASPER 
County, State of MISSOURI 

) SS. 
STATE OF ) 

) 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this 

, 195 , by , President of 

day of 

of said corporation. 

My Commission Expires: 

Corporation, i n behalf 

Notary Public i n and for 
County, State of 

) ss. 
STATE OF ) 

) 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this 

, 195 , by , President of 

day of 

of said corporation. 

My Commission Expires: 

Corporation, i n behalf 

Notary Public i n and for 
County, State of 

) ss. 
STATE OF ) 

) 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this 

, 195 , by , President of 

day of 

Corporation, i n behalf of 

said corporation. 

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



STATE OF MISSOURI ) 
) ss. 

COUNTY OF JASPER ) 

The foregoing instrument was acknowledged before me this 15th Q f 

March f 195___, by PAUL CHILDRESS # 

My Commission Expires: Notary Public i n and for JASPER 

J r County, State of MISSOURI 
harch 7, 1961 

STATE OF l/%£*t> ^P^-t^J^ ) 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this 9* day of 

, 1 9 5 J _ bV - f ^ y r s ^ r j J t ^ S ^ J L ^ L ^ , ^ ^ ^ f e ^ ^ ^ ^ ^ ^ g ^ 2 : - . . V , 

\^t)^<J ~^Z£^/C^> 
My Commission Expires: Notarypublic in and^for ('^L^ut^> 

County, State of ^^yJ^TZe^^ ^ 

STATE O Y " / ^ ^ ^ ^ ^ ^ ) 

COUNTY OF A£*-*_e^ ) 

The foregoing instrument was acknowledged before me this 9 ^ day of 

£^Lt+J , 195__, by^£^^4yt^^ di'*4*yJL> 

My Commission Expires: Notary Public in and<j£or I ^ / ^ ^ A ^ 
County, State of *~7&CctJ l 7 ? ^ ^ ; 

STATE OF /€o- :^'K^*~jf^^) 

COUNTY OF ^ ^ - ^ < r ) 

The foregoing instrument was acknowledged before me this /7 day of 

f O t ^ l ' ^ 195_£ bv^U/^^O-^-^ ̂ ^ ^ U ^ P l - n ^ y ^ ^ ^ . 

My Commission Expires: Notary/Public i n and for . 
County, State of *h^a U-JL. 
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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 H i l l s Unit Area located within the County 
of Eddy , State of New Mexico, i n form approved on behalf of the Secretary 
of the Interior, the undersigned owners of lands or leases, or interests therein or 
royalties presently held or which may arise under existing option agreements, or 
other interests i n 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, r a t i f y , 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 d r i l l i n g , development and producing requirements of 
a l l leases and other contracts i n which their several rights and interests are 
created or defined shall be deemed f u l l y 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) o i l 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 f u l l performance of a l l such obligations to the under­
signed existing under such leases or other contracts. 

This Ratification and Joinder of Unit Agreement may be executed i n any 
number of counterparts with the same force and effect as i f a l l parties had signed 
the same document and shall be binding upon a l l those who execute a counterpart 
hereof, regardless of whether or not i t i s executed by a l l other parties owning or 
claiming an interest i n the lands affected hereby, and when so executed shall be 
binding upon the undersigned, his or her assigns or successors i n interest. 

ADDRESS SIGNATURE 

Date: Smkmh** IS* 1957 C w r Bttll4ti*u Art—1», Hn M«XlflO 

STATE OF ) 
) ss. 

-COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 
, T9_JjT by ; 

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

STATE OF *K_t«f0O ) 

COUNTY OF WtK ) 

J I T S I M M W i • _ _ M j L i - - - ^ i T - - **™*V*~» mmmmmm îm g u w President of 
C A B f a i m S M m W k Y ^ ^ m W U 1HB. . a IST i f t gaUtg Corpor­

ation, i n behalf of said corporation. 

My Commission Expires: •..-<<* ,• • ( S~ j/ee-



RATIFICATION AND JOINDER OF UNIT AGREEMENT 

SEVEN RIVERS HTLT..9 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 Hi 11 R Unit Area located within the County 
of Eddy , State of New Mexico, i n form approved on behalf of the Secretary 
of the Interior, the undersigned owners of lands or leases, or interests therein or 
royalties presently held or which may arise under existing option agreements, or 
other interests i n 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, r a t i f y , 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 d r i l l i n g , development and producing requirements of 
a l l leases and other contracts i n which their several rights and interests are 
created or defined shall be deemed f u l l y 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) o i l 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 f u l l performance of a l l such obligations to the under­
signed existing under such leases or other contracts. 

This Ratification and Joinder of Unit Agreement may be executed i n any 
number of counterparts with the same force and effect as i f a l l parties had signed 
the same document and shall be binding upon a l l those who execute a counterpart 
hereof, regardless of whether or not i t i s executed by a l l other parties owning or 
claiming an interest i n the lands affected hereby, and when so executed shall be 
binding upon the undersigned, his or her assigns or successors i n interest. 

ADDRESS SIGNATURE 

P. 0. 3ox 933 

Roswell, Ne.. Mexico 

Date; September 2A. 1957 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF CHAVES ) 

The foregoing instrument was acknowledged before me this 24th day of 
September 19___, by Foster Morrell and Edna E. MoT-rell f hi a wlfV* 

My Commission Expires: 
TL and for Chaves W Notary Public iiTand for Chaves 

March 16, 1957 County, State of Mea Mexico 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 
, 19 , by , President of 

, , a Corpor­
ation, i n behalf of said corporation. 

My Commission Expires: 
Notary Public i n and for 
County, State of 
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%mmm twt OIL wwmwa&A'twx oomtmum 
or TBX STATI or m wsiim 

m tm mrvsk or mt wtkuim 
GAUM* m m OIL oommfktiQv 
mmULMlQ* Or T V iTATI 0¥ H i 
•una? TM rompost or 
wmtmnim-, 

CASi SO, 1224 
Or-tr go. R-073 

TBI APPt,IO».T_0B OT BIUIB-BX OIL 
ooioMurf or TXXAS rot TBS APPROVAL 
Or _T8 S3 TIM BITBBS KILLS U1IT 
komamtm i_-rt_xii»c 10,9t* ALTLKS; 

X0X1 OK L t t l , LOCATED IX TDWBBilXP 
20 iCIDTa, MUUWS 2« -1ST ABD TOVMSEUP 
31 SOOTS, BAMS 25 BAST BMP*, EDtTf 
OOOBY?, n i mxicc. 

QESaOl OT TBE QQMMI8BIQB 

gf TBS COBBIBglOU; 

This cause caa* oa ior hearing ait 10 o'clock a .a . on 
-feu-eli 10&7 at Batata Wm, I n Baxlee, few-era Dealal S. Butter, 
B-ua*iaer duly appelated by the O i l Oaaaarrafiaa Q a i i a a l o n of Baa 
Bexico, hereinafter rmtmrrmm: to aa the Oes—lsaion," in a^c^rdaac* 
with MuLm 1214 af taa Cos-elssi&a Bules aaa Beg^ilatloaa. 

BOB, OB tale J ' a*y ef A p r i l , 1967, thm Coastlaalaa, 
a qucraa be lag praaaat, HfeaVTag considered taa application, taa 
evidence adduoed and taa recoaaMinrt-tloaa of taa lUcaalner, Daniel 
8 = Butter, aad being f u l l y advieed i a tae pre-isee, 

riBPB; 

(1) That due public aotiee having beea given aa 
required my laa , the Cfee_iaaion aaa Jurisdict ion ef tale cause 
aad thm subject aatter thereof. 

(2) Taat tha proposed unit plaa v i l l i a p r i e d p i e tea* I 
te pro«ote tbe coaaervafion of a i l aad gaa aad tbe prevention ef 
vaste. 

IT IB TUm&TQ&E UBDia_-D; 

1. That this order s h a l l be known aa the 

EBYBB RITBBS KILLB UBXT AOBBia-BBT OBOBB 

2. (a) That the project herein referred te ahal l he 
fenee- aa the Seven Rivers B i l l s Uait agreeawtnt a_d sha l l hereia-
after he referred to aa the "Project. 

(b) That the plan by whicfc the project ehal l he 
operated s h a l l be e-thraced ia tbe form of a aait agrtaaMiat far th i 
development and operation of ths Sevea Rivers B i l l s On_t Area, 
referred to in the Petitioner s petit ion aad f i l e d with aaid 
pet i t ion, and each plan sha l l be known aa the seven Rivera Mil ls 
Qnit Agreeaeat Plaa. 



1 -a~ 
; cut* m. \%%4 
\ Of-der Be, B~S73 

3, that th* _eve_ U v » n M i l l s tfnit « g y a i _ » a t *U_B 
e_mil be, aad hereby i a , .*p»>.-v*e« t*. pries* :*p_e _a % proper o4«-Msn 
tims aeaaui-t?, provided. ^-wev-sur., that _**£witlutt a _*-_«§ aay a f tfcui 
prat ts iona contained l& msA4 uni t agraasseai s t h i * approval e_*_l 
not ba coaaidered as waiving ar r a i iae.uie_d.ng ta aay laaafeer maw 
rigfet, dut ies or ob l igat ion* whisk *re ar aay tore*»'tag-• ia) 
ven tad i a taa Saa B*~ia« O i l Coaaer rat ion Ca______ue>B by law r a l a t i 
t-v th* superv i s ion aad c e n t r a l o i eparntioaa l o r eaylorat iem aaat 
afey». .opi_»3ct o l -ay ln_*ia c-t_a.ittad to s a i a gave* ftiaata H U B Bai t 
^ i - i - a s o t , or r e l a t i v e ta ihe prodv . t ios o:f #11 a a i gaa t torafraau 

4. i&> Taat ta* u_t„t ere* ffhail ba; 

BBB -osx-O- yzisciPkL mmmAM 

IXjVmEiP 20 SOUTH, 8AJK__ MB' 

Ai All 

' m r ~ ~ ~ — ~ » " - y _ v | i . _ » i 

sec t ion TsT; 
Sect ions 20 
Sect ion _7: 
Sect ion* SB 
Sect ion 
Sect ion 31: 
Sect loae _2 

•ir/* 
_f»: 
Lota 
l a te 
SS­

I / 2 I 
A i l 
1, 2. 
1, 2, 
A l l 

i f / a 

3. 
* , 
4 , 

1. 
1, 

mm 
"inr/4, SB/4 

B / B , 
l / ' S , 

1 / S 
I / i ( A l l ) 

TOfMBHTP 21 

Action ~^rr~~ 
Section 4: 
Section _: 
Section 6: 
Section f: 
Section S; 
Section •: 
Section 19-

SOITTJHt ~5 B_«T g*g£P§§ 

TTTtrirr>w/4 F*/4 Lata - threugh i i , SB/4, «f/_ SB/4, 
SW/4 8f,/4 
Ldt« i through IB, 8/- (Ail) 
i o t a I through 1$, 1/2 SW/4, »K/'4 ( A l l ) 
Lota I , 2, S, 4, I / a f / 3 , 1/a ( A l l ) 
B/2, SW/4, B/2 SS/4, Sl/4 SB/4 
B/8 BB/4 
Lata 1, 2, 3, 4, B/2 WW/4. W/2 BX/4 

con ta l nlna* 10, BBB acres mere c r l e e s . 

<b) Tl** uj5.it area any bo enlarged ar oaa tree ted 
„«* provided aa sa id P i s a , 

5. That i h * <ajK.it operator a b a l l f i l e with tba C*SJ~ 
ui ma Lou an executed o r i g i n a l or executed « # a a t a r p a r t a f tto U m 
E l v e r s H i l l s Unit Agr»«»ent « l t h i n 30 daya a f t e r tbe e f f a e t l v * 
.lata thereof . 

9. ' na : «_f par ly owning rlgfeie i n tba u a l t i a a B 
sab&tacsis vbo does nut uoeaiit aucs rigfete ta aa id amlt a^praasBaat 
bmiQx'm the o i f « c t i v * date thereof _&y therea f t er beeaaui a party 
Uitkreto by eubacribxng t« «_«)b ngronaant »r ©auateraajrt t h a r a a f , 
or s»y r a t i f y i n g the a a w , Tba umit operator a h a l l f i l e wi th the) 
C&jmiaaion wi th in 30 &&vw ae o r i g i n a l aay *__» weaataraaort a r 
r a t i f i c s i t i o f i . 

i 
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Cas* Ko. 12*14 
Ord*r So. _-973 

7. Taat tl i is ordar sha l l be wane effest ive upc_ tha 
&pprcral af aaid unit agraaaaat hy the Director of the U.uited 
Sta tee Oeologlcal Sarvey aad by the Coeaaiaaiouar of Public Lands 
o i tba State of See Mexico aad s h a l l terminate ipso facto upon 
the termination of aald nuit agreement. The l aa i unit operator 
sha l l Isaaemlatelj notify the Coamissioo in writing of such 
teraiaat lea . 

DONE at Santa r « , New Mexico, on the day aad year 
hereinabove designated, 

STATS OF HW MX XI CO 
OIL C0WS1RYATI01 COMSlSSIOIf 

STJWI8 L . ISO-CM, Chalra-ui 

LT I . mmkf % Msh7.tr 

A. L . POrrTS, J r . / aember h Secretary 



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 w i t h i n the attached Agreement, dated March 13, 1957 
which has been executed or is to be executed by parties owning and 
holding o i l and gas leases and royalty interests i n and under the 
property described, and upon examination of said Agreement, the Com­
missioner finds: 

(a) That such agreement w i l l tend to promote the 
conservation of o i l and gas and the better 
u t i l i z a t i o n of reservoir energy i n said area. 

(b) That under the proposed agreement the State 
of New Mexico w i l l receive i t s f a i r share of 
the recoverable o i l or gas i n place under i t s 
lands i n the area. 

(c) That each beneficiary I n s t i t u t i o n of the State 
of New Mexico w i l l receive i t s f a i r and equi­
table share of the recoverable o i l and gas 
under i t s lands w i t h i n the area. 

(d) That such agreement is i n other respects for 
the best interests of the state, with respect 
to state lands. 

NOW, THEREFORE, by v i r t u e of the authority conferred upon me 
under Sections 7-11-39, 7-H-lfO, 7-H-^l, 7-H-i|-7, 7-H-i|-8, New Mexico 
Statutes Annotated 195>3 Compilation, I , the undersigned, Commissioner 
of Public Lands of the State of New Mexico, for the purpose of more 
properly conserving the o i l and gas resources of the State, do hereby 
consent to and approve the said Agreement, and any leases embracing 
lands of the State of New Mexico w i t h i n the area shall be and the 
same are hereby amended to conform with the terms thereof, and shall 
remain i n f u l l force and effect according to the terms and conditions 
of said Agreement. This approval is subject to a l l of the provisions 
of the aforesaid statutes. 

IN WITNESS WHEREOF, this C e r t i f i c a t e of Approval i s executed, 
with seal a f f i x e d , t h i s 29th day of July 1957 

Commissi opt v/Sf Public Lands 
of the sWie of New Mexico 



CERTIFICATION—DETERMINATION 

Pursuant to the authority vested in the Secretary of Interior, 

under the act approved February 25, 1920, 41 Stat. 437, as amended, 30 

U. S. C. sees. 181, et seq., and delegated to the Director of the 

Geological Survey pursuant to Departmental Order No. 2.365 of October 8, 

1947, A3 C. F. R. sec. 4.611, 12 F. R. 6784, I do hereby: 

A. Approve the attached agreement for the development and 

operation of the Seven Rivers Hills Unit 

Area, State of New Mexico , 

B. Certify and determine that the unit plan of development 

and operation contemplated in the attached agreement is necessary and 

advisable in the public interest for the purpose of more properly con­

serving the natural resources. 

C. Certify and determine that the dr i l l i n g , producing, rental, 

minimum royalty, and royalty requirements of a l l Federal leases committed 

to said agreement are hereby established, altered, changed, or revoked 

to conform with the terms and conditions of this agreement. 

Dated SEP 2 7 tssr 

Noting Director, United Startes Geological Survey 
R, H, Lyddan 

14-08-001-3900 
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UNIT OPERATING AGREEMENT 
-EVEN RIVERS HILLS UNIT AREA 

THIS AGREEMENT, made and entered into this / 3 ^ ) day of J?\ _&3_____. 

195 1 . by and among Wilshire Oil Company of Texas, a Delaware Corporation, here­

inafter sometimes referred to as "Unit Operator," and such other parties owning 

working interests subject to the Unit Agreement for the Development and Operation 

of the Seven Rivers H i l l s Unit Area as may execute this agreement, which working 

interest owners are hereinafter sometimes referred to as "Nonoperators," both 

Operator and Nonoperators being sometimes referred to as "Working Interest Owners." 

W I T N E S S E T H : 

WHEREAS, the parties hereto are also parties to that certain Unit Agree­

ment for the Development and Operation of the Seven Rivers H i l l s Unit Area, County 

of Eddy, State of New Mexico, hereinafter called the "Unit Agreement" embracing 

the following described land: 

New Mexico Principal Meridian 
TQimstap, 20 South, Range 26 East 

Acres 
Section 19: Lots 3,4, Sg-NÊ , Ei_w£, SEi 400.04 
Sections 20, 21, 22: A l l 1,920.00 
Section 27: NW*, W|SW£ 240.00 
Sections 28, 29: A l l 1,280.00 
Section 30: Lots 1,2,3,4, Eiwi, Ei ( a l l ) 639.84 
Section 31: Lots 1,2,3,4,/'EJW1, E } ( a l l ) 639.84 
Sections 32, 33: A l l 1,280.00 

Township. 21 t2QUth,, Range, 25 East 

Section 3: Lots 2,3,4,5,12,13, NŴ SWi 246.31 
Section 4: Lots 1 through 16, SW£, N|SE£, SŴ SÊ  876.80 
Section 5: Lots 1 through 16, s i ( a l l ) 917.98 
Section 6: Lots 1 through 18. EfSWi, SE£ ( a l l ) 918.27 
Section 7: Lots 1,2,3,4, E^wl, _•£• (all) 638.88 
Section 8: Nr, SW£, N|_E£, SWiSE£ 600.00 
Section 9: N|NW£ 80.00 
Section 18: Lots 1,2,3,4, Ê-NŴ, Wg-NÊ- 317.92. 

Total 10,995.88 

WHEREAS, the parties hereto, i n accord with the provisions of Section 

7 and 12 of the Unit Agreement desire to provide for the apportionment of costs 

and benefits among the Working Interest Owners and to establish between them­

selves certain matters relating to the development and operation of the said 

Unit Area. 

NOW, THEREFORE, i n consideration of the premises and the mutual cove­

nants and agreements herein contained, i t i s hereby agreed by and between the 

parties hereto as follows: 



1. UNIT AGREEMENT CONFIRMED. 

The Unit Agreement, including the exhibits thereto, i s hereby confirmed 

and adopted and made a part of this agreement. Terms employed i n this agreement 

shall bear the same meaning as given them i n the Unit Agreement. The unit area 

shall be developed and operated for the production and handling of unit ized sub­

stances i n 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„ Each of the parties hereto represents to a l l other parties 

hereto that i t s ownership of o i l , gas and mineral interests i n the unit area is 

correctly stated i n the schedule attached as Exhibit "B" to the Unit Agreement. 

In the event such representation of any party i s erroneous or the t i t l e of any 

party hereto f a i l s , i n whole or i n part, the interests of the parties hereunder 

shall be accordingly adjusted to the end that no party shall be credited with 

interests that i t does not own. Parties contributing acreage to the unit and 

receiving credit hereunder therefor shall, subject to the provisions of Section 

2c below, bear the entire loss occasioned by any failure of t i t l e or defect i n 

their t i t l e or encumbrance thereon and shall save the other parties hereto harm­

less from any obligation or l i a b i l i t y on account thereof. A l l t i t l e curative 

expense and a l l costs and expenses incurred i n defending or establishing t i t l e 

to any interest i n the unitized substances shall be borne by the party or parties 

hereto who claim such interest. 

b. Within fi f t e e n (15) days following i t s execution of this agree­

ment, each Working Interest Owner shall furnish to the Unit Operator copies of 

i t s leases, operating agreement or other documents upon which i t relies as estab­

lishing i t s ownership of working interests, together with copies of i t s rental 

receipts or other evidence satisfactory to establish that such leases, agree­

ments and other documents remain i n f u l l force and effect. I t shall also fur­

nish any t i t l e data i n i t s possession relating to i t s working interest ownership, 

including the t i t l e opinion of i t s attorney and any curative instruments acquired 

in relation thereto. Where outstanding t i t l e requirements have not been satisfied, 

the Working Interest Owner whose t i t l e i s affected shall proceed to satisfy such 
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t i t l e requirements with due diligence and furnish proof of the satisfaction 

thereof to the Unit Operator. 

c. As a prerequisite to the d r i l l i n g of any well hereunder, Unit 

Operator shall obtain a t i t l e opinion by a competent attorney or attorneys se­

lected by i t , based upon examination of complete abstract of t i t l e certified to 

date or the o f f i c i a l county or state or federal records as well as examination of 

the material submitted pursuant to Section 2b above, approving t i t l e for d r i l l i n g 

purposes to the spacing unit upon which the well i s to be located; provided, how­

ever, that Unit Operator shall not be required to re-examine t i t l e to any spacing 

unit for the d r i l l i n g of any second or subsequent well thereon. The party or 

parties owning working interests i n such spacing unit shall furnish such abstracts 

promptly as required and shall satisfy t i t l e requirements made by the examining 

attorney, at such party's or parties' sole expense, without delay i n order that 

the d r i l l i n g obligation stated i n the Unit Agreement shall be timely performed. 

Costs of t i t l e examination shall be charged as a part of the cost of d r i l l i n g 

the well. Approving opinion of t i t l e as a prerequisite of d r i l l i n g may be waived 

upon approval of the owners of eighty percent (80$) of the working interest com­

mitted to the unit. Any party hereto interested i n obtaining the d r i l l i n g of a 

well may post a bond i n form satisfactory to the Unit Operator i n an amount equal 

to one and one-half times the estimated cost of the proposed well, conditioned 

to protect a l l parties hereto against any loss of their investment i n the well 

by reason of t i t l e f a ilure, whereupon the requirement herein for an approving 

opinion of t i t l e w i l l be waived. I f t i t l e subsequently f a i l s to any tract or 

tracts, the t i t l e to which has been cleared for d r i l l i n g under this section, the 

Working Interest Owner thereof shall bear the entire loss i n participation i n 

unitized substances produced after such t i t l e failure which would be attributable 

to the leasehold estate or working interest i n such tract under the terms of 

this agreement, but shall not be obligated to save any parties hereto harmless 

from other loss occasioned thereby except to the extent of any indemnity agree­

ment which may have been executed as hereinabove provided. 

3. APPORTIONMENT OF COSTS AND BENEFITS. 

Except as herein otherwise expressly provided, the cost of d r i l l i n g , 

equipping and completing the f i r s t two test wells provided for i n Section 9 of 

the Unit Agreement, and the cost of plugging and abandoning same i f any or a l l 
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of such wells is a dry hole, shall be paid t y a l l of the Working Interest Owners 

who have executed the Unit Agreement and this agreement, each i n the proportion 

that i t s ownership of working interests on an acreage basis within the Unit Area 

bears to the t o t a l of a l l such interests of such parties; provided, however, 

that the Working Interest Owners of an area less than the area covered by the 

entire Unit Agreement, by agreement, may pay the cost of d r i l l i n g , equipping 

and completing, or plugging and abandoning any or a l l of the f i r s t two test 

wells to be d r i l l e d hereunder, and such costs shall be paid by a l l such Working 

Interest Owners i n the proportion provided by such agreement. 

In the event any well d r i l l e d hereunder shall encounter a unitized 

substance i n paying quantities so as to j u s t i f y the establishment of a par-

ticipating area or the enlargement of an existing participating area for the 

formation encountered, such participating area or enlargement shall be formed 

as provided i n the Unit Agreement* On the establishment of any participating 

area, there shall be a retroactive adjustment of the cost of d r i l l i n g , completing 

and equipping for production and operating of the said test well and of the cost 

of Field Facilities, to the end that the owners of working interests i n the par­

ticipating area newly established shall reimburse without interest the party or 

parties who paid for the costs and expenses of d r i l l i n g , completing and equipping 

for production and operating the well less any income derived by said party or 

parties up to the date of settlement, and thereafter the costs incurred and bene­

f i t s derived from the operation of the well shall be borne by and shall .inure to 

the benefit of the Working Interest Owners i n the participating area i n pro­

portion to their ownership of interests herein. On. the enlargement of any par­

ticipating area, there shall be an investment adjustment between the owners of 

working interests i n the enlarged participating area, to the end that the i n ­

vestment within the enlarged participating area, including the investment i n the 

allocated portion of Field Facilities, shall be paid for by the affected Working 

Interest Owners i n the enlarged participating area i n proportion to the interests 

of each therein and i n proportion to their shares i n the costs of operation and 

revenue to be derived from the enlarged participating area, and also to the end 

that the parties who have previously paid said costs shall be reimbursed on the 

basis hereinafter set forth. The affected Working Interest Owners i n the par­

ticipating area before i t s enlargement shall receive credit for the intangible 
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cost of d r i l l i n g , completing and equipping for production a l l wells capable of 

producing unitized substances situated within said participating area. The costs 

to be so credited shall be measured by the average cost of d r i l l i n g , completing 

and equipping for production wells of lik e character and depth i n the f i e l d i n a 

good and workmanlike manner at the time when said wells were d r i l l e d . Credit 

shall also be given for the casing and other tangible properties and f a c i l i t i e s 

installed i n the wells or used i n connection with the operation thereof at a 

percentage of the original cost, such percentage to be determined as provided 

i n the Accounting Procedure. The affected Working Interest Owners on any tract 

outside of the participating area that i s to be admitted to the enlarged p a r t i c i ­

pating area shall likewise receive credit for the intangible cost of d r i l l i n g , 

completing, and equipping any wells on their respective lands so admitted, to­

gether with the value of the tangible equipment, f a c i l i t i e s , and structures l o ­

cated thereon and used i n connection therewith, on the basis above set out. The 

sum t o t a l of a l l 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 maintaining 

other property, nor shall there be any debit for or on account of production 

taken from wells prior to the effective date of the enlargement of the p a r t i c i ­

pating area. 

"Field F a c i l i t i e s " as that term i s used hereinabove shall mean f a c i l i ­

ties which are installed for serving the entire unit operation such as, but not 

limited to, warehouses, f i e l d offices, camps, gathering system, f i e l d tankage 

other than that serving a particular well, power stations, power lines, water 

stations and water lines. Costs of Field Facilities shall be deemed 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 period an adjustment i s required. In the event book costs 

cannot be determined on certain classifications of equipment, the current market 

price i n effect as of the date a well i s d r i l l e d hereunder i s admitted to the 

participating area shall be used as a basis for price. 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 i n such adjustment intangibles shall be exchanged only for i n ­

tangibles or money and tangibles shall be exchanged only for tangibles or money. 

4. ROYALTY AND OTHER PAYMENTS OUT OF PRODUCTION. 

One-eighth (l/8) of a l l of the unitized substances produced hereunder, 

or the proceeds thereof, shall be set aside for the payment or delivery i n Mnd, 

as the case may be, i n accord with underlying leases and other documents requiring 

payment of royalties, by the Unit Operator or the Working Interest Owner in accord 

with Section 12 of the Unit Agreement. Where any working interest is burdened by 

royalties i n excess of one-eighth (l/8) or by overriding royalties, o i l payments 

or other payments out of production, the required payment i n excess of one-eighth 

(l/8) shall be borne by the owner of the working interest so burdened. Before 

receiving i t s proportionate share of the unitized substances produced hereunder 

or the proceeds thereof, each Working Interest Owner shall pay or secure the pay­

ment of any such excess royalties or other payments constituting a burden upon 

i t s working interest. 

5. RENTALS. 

Each Working Interest Owner whose interest is chargeable with rentals, 

minimum royalties i n excess of the royalties on actual production, or other pay­

ments i n the nature of rentals required to maintain i t s working interest rights, 

shall properly pay such rentals, minimum royalties or other payments. The i n ­

advertent failure of any party to properly make such payments shall not subject 

such party to l i a b i l i t i e s hereunder except to the extent hereinabove provided i n 

the event of loss of t i t l e . 

6. DETERMINATIONS BY MAJORITY VOTE. 

In any matter i n which the action of the Unit Operator requires the 

concurrence of the working interest parties hereto or any of them, Unit Operator 

w i l l be governed by the decision of the owners of a majority of the working i n ­

terest i n the participating area involved unless otherwise specified herein or 

in the Unit Agreement, determined i n the proportion that the acreage interest of each 

such party in such affected participating area bears to the t o t a l acreage interest 

in the affected participating area. Matters affecting the unit area as a whole, 

shall be determined i n accordance with the proportionate acreage interest as 
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above defined, i n the entire unit area. In any case where one working interest 

party hereto holds such a majority interest, hut less than the f u l l working I n ­

terest i n the area affected, his vote shall require the concurrence of one ad­

ditional party i n order to constitute the controlling vote. 

In any case i n which i t is necessary to p o l l the working interest 

parties hereto, Unit Operator shall notify a l l affected Working Interest Owners 

in writing of the question for decision and i t s recommended course of action. 

Each sueh Working Interest Owner shall within ten (10) days of receipt of such 

notice advise Unit Operator i n writing of i t s decision thereon. Within five 

(5) days thereafter Unit Operator shall notify each affected Working Interest 

Owner i n writing of the result of such p o l l . In the event that any Working In­

terest Owner f a i l s to advise Unit Operator i n writing of i t s decision, within the 

10-day period above provided, i t shall be conclusively presumed that i t s decision 

is i n accord with the course of action originally recommended by Unit Operator, 

except that, i f the matter for decision Is one where the nonresponding Working 

Interest Owner might elect, pursuant to the provisions of this agreement, not to 

participate originally i n some element of cost or expense but instead to pay 

his share thereof out of production or the proceeds thereof, i t shall be con­

clusively presumed that such nonresponding Working Interest Owner elects to 

follow that l a t t e r course. 

The Unit Operator, except when otherwise required by governmental 

authority, shall not do any of the following without f i r s t obtaining the approval 

of such a majority interest, as provided above, i n the affected participating 

area or unit area, as the case may be: 

a. Make any expenditure i n excess of Five Thousand Dollars 

($5000.00) other than normal operating expenses, except i n connection with a 

well, the d r i l l i n g of which has been previously authorized by or pursuant to 

this agreement; provided, however, that nothing i n this paragraph shall be deemed 

to prevent Unit Operator from making an expenditure i n excess of said amount i f 

such expenditure becomes necessary because of a sudden emergency which may other­

wise cause loss of l i f e or extensive damage to property. In the event of such 

emergency expenditure, Unit Operator shall, within f i f t e e n (15) days after making 

such expenditure, give written notice to the other parties. 
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bo Make any arrangement for the use of f a c i l i t i e s owned by the 

Working Interest Owners i n one participating area for the purposes of operation 

and development outside said area or determine the amount of any charges therefor 

unless otherwise provided for i n this agreement or i n the Unit Agreement. 

c» Dispose of any major items of surplus material or equipment 

having original cost of One Thousand Dollars ($1000.00) or more, other than junk, 

Any such item or items of less cost may be disposed of without such consent. 

do Submit to the Supervisor or Commissioner any plan for further 

development of the unit area or any participating area or any proposed expansion 

or contraction of the unit area or any participating area. 

e. Abandon any well which is producing or has produced unitized 

substances. 

7» DRILLING OF ADDITIONAL WELLS. 

In addition to the test wells required by Section 3 hereof, a l l other 

wells which Unit Operator i s required to d r i l l under the terms of the Unit Agree­

ment or to comply with valid orders of governmental authorities having j u r i s -

diction i n the premises shall be d r i l l e d by Unit Operator for the account of the 

Working Interest Owners owning interests i n the affected unit area or p a r t i c i ­

pating area, as the case may be. Unit Operator w i l l also d r i l l appropriate de­

velopment wells within participating areas In accord with plans of development 

adopted by a majority vote of affected Working Interest Owners i n accord with 

Section 6 above0 Unit Operator w i l l d r i l l wells at regular well locations out­

side of the applicable participating areas upon request of the Working Interest 

Owner or Owners owning one hundred percent (100$) of the working interest within 

the spacing unit upon which the well i s to be located. Such wells shall be 

d r i l l e d i n order of their request and approval by applicable governmental 

authorities. 

Any Working Interest Owner owning a part of the working interest i n a 

tract desiring that a well be d r i l l e d thereon outside of the participating area 

established hereunder for the objective formation, shall notify Unit Operator, 

specifying the proposed location, objective depth and estimated cost of such well. 

Upon receipt of such notice the Unit Operator shall advise those other Working 

Interest Owners, parties hereto, who, under the provisions of this agreement, 

would be required to share the cost and risk of the proposed well. Each such 
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party shall, hy responsive notice given to the Unit Operator within t h i r t y (30) 

days of receipt of the aforesaid notice, elect as to whether such party desires 

to join i n the d r i l l i n g of such well. Failure to respond within said t h i r t y 

(30) days shall be deemed, an election not to join i n the d r i l l i n g of the proposed 

well. I f a l l of said parties elect to join, the well shall be d r i l l e d for the 

account of a l l such parties i n accord with the preceding provisions of this 

agreement. I f less than a l l of sueh parties elect to join i n the d r i l l i n g of 

sueh well? Unit Operator shall, upon obtaining required governmental approvals, 

proceed with due diligence to d r i l l sueh well at the sole cost and risk of the 

party or parties electing to share i n the costs thereof, hereinafter called the 

" d r i l l i n g parties,*" In the event any such well i s a dry hole (and i s not taken 

over for plug back or deepening), i t shall be plugged and abandoned at the sole 

cost of the d r i l l i n g parties. In the event such well Is a producer, i t shall be 

tested, completed and equipped to produce by the Unit Operator at the sole cost 

of the d r i l l i n g parties, and such d r i l l i n g parties each i n proportion to i t s con­

tribution to the cost of d r i l l i n g , testing, completing and equipping the well 

shall be entitled to receive the proceeds of production from the well or, i f it-

i s capable of producing i n paying quantities, shall be entitled to receive the 

proceeds of production allocable to the Interests admitted to the participating 

area on account of such well, after deducting therefrom a l l royalties, overriding 

royalties, production payments and one hundred percent (100$) of the operating 

expenses attributable thereto, u n t i l said d r i l l i n g parties shall have received 

therefrom two hundred percent (200$) of the costs of d r i l l i n g , testing, com-

pleting and equipping said well, to produce. For the purposes of this Section, 

where a party takes i n kind, the proceeds of production, from such a well shall 

be computed upon the same price basis as that employed for payment of royalties 

to the United States on comparable production from the unit area. When the 

d r i l l i n g parties shall have been reimbursed for two hundred percent (200$) of 

said costs as hereinabove provided, proceeds from the well shall thereafter be 

shared by the Working Interest Owners within the participating area i n the manner 

stipulated i n Section 3 above. Any amounts which may be realized from sale or 

disposition of the well or equipment thereon, or required i n connection with 

the d r i l l i n g , testing, completing, equipping and operating thereof, shall be 

paid to the d r i l l i n g parties and credited against the t o t a l unreturned portion 
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of said two hundred percent (200$), with the balance thereof, i f any, to be divided, 

as provided i n Section 3 above, among the parties owning the well. Locations of 

a l l wells d r i l l e d under this provision must be i n accord with the spacing pattern 

adopted by the Unit Operator for the formation to which the well is projected. 

S0 OPTION TO TAKE OVER WELLS, 

I f any well d r i l l e d under this agreement i s a dry hole and the party or 

parties owning the well are ready to abandon i t but the well can be plugged back 

or deepened to a different formation, Unit Operator shall so notify the Working 

Interest Owners i n the affected unit area or participating area, as the case may 

be, and sueh parties shall have the right to take over said well and cause the 

Unit Operator to plug back or deepen i t , as the case may be, and to complete i t 

for the account of the parties owning working interests i n the unit area or par­

ticipating area, as the case may be. The party or parties taking over operations 

shall pay to the party or parties who shall have borne the cost of d r i l l i n g said 

well the "salvage value" of a l l materials,, The salvage value of any such well 

shall be the f a i r market value, at the well site, of the salvageable materials 

comprised therein (computed i n accordance with the Accounting Procedure attached 

hereto). Working Interest Owners so notified hereunder shall respond as pro­

vided i n Section 6 above. I f one, but less than a l l , of the affected working 

interest parties elects to take the well over, then Unit Operator shall take i t 

over and conduct the specified operation for the account of the electing party 

or parties, and such party or parties shall be entitled to recover two hundred 

percent (200$) of their costs i n acquiring, deepening or plugging back, testing 

and completing the well i n the same manner as provided i n Section 7 above; pro= 

vided, however, that where f i f t y percent (50$) of the affected Working Interest 

Owners elect to take the well over for use i n satisfying the obligation to d r i l l 

a test well hereunder, the well shall be d r i l l e d for the account of a l l of the 

affected Working Interest Owners. In the event any one well is completed as a 

paying producer i n more than one formation, the Working Interest Owners of the 

respective participating areas established for such formations shall arrange for 

appropriate allocation of investment and operating costs of such well by separate 

agreement. 
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9. CHARGES FOR DRILLING OPERATIONS. 

A l l wells d r i l l e d on the unit area shall be d r i l l e d on a competitive 

contract basis at the usual rates prevailing i n the f i e l d . Any Working Interest 

Owner or Owners may bid and contract to use i t s or their tools and equipment in 

the d r i l l i n g of any wells on the unit area. -Unit Operator, i f i t so desires, may 

employ i t s own tools and equipment i n the d r i l l i n g of wells, but i n such event 

the charge therefor shall not exceed the prevailing rate i n the f i e l d and such 

work shell be performed by Unit Operator under the same terms and conditions as 

shall be customary and usual i n the f i e l d i n contracts of independent contractors 

who are doing work of a similar nature. 

10. ACCESS TO OPERATIONS AND INFORMATION. 

Representatives of each party hereto shall have free access to the 

entire unit area at a l l reasonable times to inspect and observe operations of 

every kind and character thereon. Each party hereto shall have access at a l l 

reasonable times to any and a l l information pertaining to wells d r i l l e d , pro­

duction secured, and to the books, records and vouchers relating to the operation 

of the unit area. Unit Operator shall, upon request, furnish to the other parties 

hereto daily d r i l l i n g reports by post card, true and complete copies of well logs 

and other data relating to wells d r i l l e d , and shall also, upon request, make 

available samples and cuttings from any and a l l wells d r i l l e d 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 l i a b i l i t i e s 

of the parties hereunder are several and not jo i n t or collective, or that this 

agreement and the operations hereunder shall not constitute a partnership, i f for 

Federal income tax purposes this agreement and the operations hereunder are re­

garded as a partnership, then each of the parties hereto hereby elects to be ex­

cluded from the application of a l l of the provisions of Subchapter K, Chapter 1, 

Subtitle A, of the Internal Revenue Code of 1954, as permitted and authorized 

by Section 76l of said Code and the regulation promulgated thereunder. Operator 

is hereby authorized and directed to execute on behalf of each of the parties 

hereto such evidence of this election as may be required by the Secretary of 

the Treasury of the United States or the Federal Internal Revenue Service, i n ­

cluding specifically, but not by way of limitation, a l l of the returns, statements, 
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and data required by Federal Regulation 1.761-1 (a). Should there be any require­

ment that each party hereto further evidence this election, each 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. I f any present or 

future income tax laws of the state or states i n which the property covered by 

this agreement i s located, or any future income tax law of the United States, 

contain, or shall hereafter contain, provisions similar to those contained i n 

Subchapter K, Chapter 1, Subtitle A, 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 parties hereto hereby makes such election 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. DISPOSITION OF PRODUCTION. 

Each of the parties hereto shall take i n kind or separately dispose of 

i t s proportionate share of the unitized substances produced hereunder, exclusive 

of production which may be used in development and producing operations of the 

unit area, and i n preparing and treating o i l for marketing purposes, and pro­

duction unavoidably lost. In the event any party hereto shall f a i l to make the 

arrangements necessary to take i n kind or separately dispose of i t s proportionate 

share of the unitized substances, Unit Operator shall have the right for the 

time being and subject to revocation at w i l l by the party owning same to purchase 

such unitized substances or to s e l l the same to others at not less than the market 

price prevailing i n the area. Each party hereto shall be entitled to receive 

directly payment for i t s proportionate share of the proceeds from the sale of 

unitized substances produced, saved and sold from the unit area, and on a l l pur­

chases or sales each party shall execute any division order or contract of sale 

pertaining to i t s interest. Any extra expenditure incurred by reason of the taking 

i n kind or separate disposition by any party hereto of i t s proportionate share 

of the production shall be borne by such party. In the event any party hereto 

shall have a market for i t s share of unitized substances but there i s no available 
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market for the share of any other party or parties hereunder, the party or parties 

having a market w i l l share i t with those who have no market, to the end that each 

party w i l l he enabled to take i t s 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 

joint account of parties responsible hereunder for a l l tubular goods and other 

equipment transferred from Unit Operator's warehouse or other stocks to the unit 

area for use on a particular participating area with such costs and expenses as 

may have been incurred i n purchasing, shopping, and moving the required tubular 

goods and other equipment to the unit area i n accord with Accounting Procedure, 

Exhibit A; provided, however, that each affected Working Interest Owner shall be 

given the opportunity, i n l i e u of bearing i t s proportionate part of such costs, 

of furnishing i n kind or i n tonnage, as the parties may agree, i t s share of such 

tubular goods and other equipment required. 

14. ADVANCES. 

Each of the parties hereto shall promptly pay and discharge i t s pro­

portionate part of a l l cost and expense on the basis set forth i n the Accounting 

Procedure attached as Exhibit A. Unit Operator, at i t s election, may require 

the parties hereto to advance their respective proportion of development and 

operating costs according to the following conditions: On or before the f i r s t 

day of each calendar month, Unit Operator shall submit an itemized estimate of 

such costs for the succeeding calendar month to each of the parties hereto with 

a request for the payment of such party's proportionate part thereof. Within 

ten (10) days thereafter each of such parties shall pay, or secure the payment 

i n a manner satisfactory to Unit Operator, such party's proportionate share of 

such estimate. Unit Operator shall credit each Working Interest Owner with the 

advances so made. Should any party f a i l to pay or secure the payment of such 

party's proportionate part of such estimate, the same shall bear interest at the 

rate of six percent (6$) per annum u n t i l paid. Adjustments between estimates 

and actual costs shall be made by Unit Operator at the close of each calendar 

month and the accounts of the parties adjusted accordingly. 
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15. OPERATOR'S LIEN. 

Unit Operator shall have and is hereby granted a l i e n on the interest 

of each of the parties i n the unit area, unitized substances produced therefrom, 

the proceeds thereof and the material and equipment thereon, to secure 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 a l l other liens arising from the 

operations hereunder. 

16. INSURANCE. 

a. Unit Operator, or Unit Operator's contractors or subcontractors, 

shall carry for the benefit of the joi n t account insurance to cover producing 

operations on the unit as follows: 

Kind 

Workmen's 
Compensation 

Contractor's 
Public 
L i a b i l i t y 

Policy Form 

Motor 
Vehicle 

Statutory 

Comprehensive (including 
coverage under a l l 
sections of policy) 

Comprehensive (including 
non-ownership l i a b i l i t y 
and hired automobile 
coverage) 

Minimum Limits of L i a b i l i t y 

Statutory 

B.I. ($ 50,000 each person 
($100,000 each accident 
($100,000 aggregate 

P.D. ($ 10,000 each accident 
($ 50,000 aggregate 

B.I. ($ 50,000 each perseon 
($100,000 each accident 

P.D. ($ 10,000 each accident 

b. With respect to d r i l l i n g operations conducted hereunder on the 

unit by the Unit Operator for the joint account of the parties hereto, Unit 

Operator shall maintain i n effect at a l l times while operations are so conducted 

hereunder the following insurance coverage: 

Kind 

Workmen's 
Compensation 

Contractor's 
Public 
L i a b i l i t y 

Policy Form 

Motor 
Vehicle 

Statutory 

Comprehensive (including 
coverage under a l l 
sections of policy) 

Comprehensive (including 
non-ownership l i a b i l i t y 
and hired automobile 
coverage) 

Minimum Limits of L i a b i l i t y 

Statutory 

B.I. ($100,000 each person 
($300,000 each accident 
($300,000 aggregate 

P.D. ($100,000 each accident 
($100,000 aggregate 

B.I. ($100,000 each person 
($300>, 000 each accident 

P.D. ($ 10,000 each accident 
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17. SURRENDER. 

No party hereto shall surrender to the lessor under i t s lease any of 

i t s working interests insofar as they relate to land located within a p a r t i c i ­

pating area. Should any party hereto at any time desire to surrender any of the 

o i l and gas leases or operating agreements subject hereto, or any interest 

therein, insofar as they cover lands located within the unit area, i t shall 

notify a l l other parties hereto i n writing. Within t h i r t y (30) days following 

receipt of such notice by the other parties hereto, the party desiring to sur­

render such working interests insofar as they affect such land may proceed to 

surrender the same i f such right is reserved i n the leases or operating agree­

ment, unless any other party 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 assign, without express or implied 

warranty of t i t l e , and subject to existing covenants, contracts and reservations, 

a l l i t s interest i n such working interests insofar as they cover such land and 

the wells, material and equipment located thereon, to the party or parties desir­

ing an assignment. Thereupon such assigning party shall be relieved from a l l 

obligations thereafter accruing (but not theretofore accrued) hereunder with 

respect to the interest assigned. From and after the making of such assignment, 

the assigning party shall have no further interest i n the property assigned but 

shall be entitled to receive from the assignees payment for i t s interest therein 

i n an amount equal to the salvage value of any salvageable material located on 

said land. I f such assignment shall run i n favor of more than one party hereto, 

the interest covered shall be shared by such parties i n the proportions that 

the interest of each party assignee i n the lands committed to the Unit Agreement 

bears to the t o t a l interest of a l l parties assignee i n the lands committed to 

the Unit Agreement. 

18. TAXES. 

Unit Operator shall, for the joint account, render for ad valorem tax 

purposes a l l personal property held and used for the joint account i n connection 

with operations hereunder, and shall pay a l l ad valorem taxes thereon at the time 

and i n the manner required by law and charge the same to the joint account of the 

parties hereto. Each party shall pay i t s proportionate part of the t o t a l taxes 
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so paid and expenses incurred i n connection with the rendering and payment thereof 

i n accordance with the accounting procedure attached hereto as Exhibit A. Nothing 

herein contained shall relieve any Working Interest Owner of the consequence of 

any loss of t i t l e occasioned by failure of the land owner to pay any ad valorem 

taxes which may be levied against the land to which i t s working interest relates. 

19. EMPLOYEES. 

The number of employees, the selection of such employees, the hours of 

labor and the compensation for service to be paid any and a l l such employees 

shall be determined by the Unit Operator. Such employees shall be employees of 

Unit Operator. 

20. ' RELATION OF PARTIES. 

The rights, duties, obligations and l i a b i l i t i e s of the 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, joint venture, an asso­

ciation or a trust or as imposing upon any one or more of the parties hereto any 

partnership duty, obligation or l i a b i l i t y . Each party hereto shall be individually 

responsible for only i t s obligations, as set out i n this agreement. 

21. FORCE MAJEURE. 

This agreement and the respective rights and obligations of the parties 

hereunder shall be subject to a l l valid and applicable state and federal laws, 

rules, regulations and orders, and i n the event this agreement, or any provision 

thereof, i s , or the operations contemplated thereby are, found to be inconsistent 

with or contrary to any sueh law, rule, regulation or order, the l a t t e r shall be 

deemed to control and this agreement shall be regarded as modified accordingly 

and as so modified shall continue i n f u l l force and effect. Unit Operator shall 

not be liable for any loss of property or of time caused by strikes, r i o t s , f i r e s , 

tornadoes, floods, i n a b i l i t y to obtain tubular goods or other required materials 

or services, or for any other cause beyond the reasonable control of Unit Operator 

In the exercise of due diligence. 

22. NOTICES. 

A l l notices that are required or authorized to be given hereunder shall 

be given i n writing by United States mail or Western Union telegram, postage or 

charges prepaid, and addressed to the party to whom such notice i s to be given 
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at the address indicated for such party opposite i t s signature hereto. The 

originating notice to he given under any provision hereof shall be deemed given 

only when received by the party to whom such notices i s directed, and the time 

for sueh party to give any response thereto shall run from the date the originat­

ing notice is received. The second or any subsequent responsive notice shall be 

deemed given when deposited i n the United States post office or with the Western 

Union Telegraph Company with postage or charges prepaid. 

23o FAIR EMPLOYMENT PRACTICES. 

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 national origin. 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 compensation; and selection for 

training, including apprenticeship. The Unit Operator agrees to post hereafter 

i n 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 i n a l l sub­

contracts hereunder, except subcontracts for standard commercial supplies or 

raw materials. 

24. UNLEASED INTERESTS. 

Should the owner of any unleased interest i n lands lying within the 

unit area become a party to the Unit Agreement and this agreement, such unleased 

interest shall be treated, for a l l purposes of this agreement, as i f there were 

an o i l and gas lease covering such unleased interest on a form providing for the 

usual and customary one-eighth (l/8) royalty and containing the usual and cus­

tomary "lesser interest clause." This agreement shall i n no way affect the right 

of the owner of any such unleased interest to receive an amount or share of uni­

tized substances equivalent to the royalty which would be payable or due under 

the terms of the Unit Agreement i f such unleased interest were subject to such 

an o i l and gas lease. 
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25. OUTSTANDING AGREEMENTS CONFIRMED. 

This Unit Operating Agreement i s made subject to any farmout agreement 

or operating agreement 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 abrogating the terms or conditions of such agreements. 

26. EFFECTIVE DATE AND TERM. 

This Unit Operating Agreement shall become effective as of the effec­

tive date of the Unit Agreement and shall remain i n f u l l force and effect during 

the l i f e of such Unit Agreement. 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 i n counterparts with the same force and 

effect as i f a l l parties executing any counterpart hereof had executed one o r i g i ­

nal document. I t shall be binding upon a l l parties executing any counterpart 

hereof whether or not signed by a l l parties l i s t e d below as owning working i n ­

terests. Any party owning working interests within the unit area may execute 

this agreement at any time prior to i t s effective date. Any such Working Interest 

Owner desiring to join subsequent to the effective date hereof shall be permitted 

to join only i n accord with such terms and conditions as may then be agreeable to 

the Unit Operator. 

EXECUTED as of the day and year f i r s t above written. 

UNIT OPERATOR AND WORKING INTEREST OWNER 

Leggett Building 
Midland, Texas 
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OTHER WORKING INTEREST OWNERS 

CARPER DRILLING COMPANY 

Date: ̂  

ATTEST: 

By 
President 

200 Carper Building 
Artesia, New Mexico 

Secretary 

Date: 

ATTEST: 

Assistant Secretary 
Sinclair Building 
Tulsa. Oklahoma 

Date: 

ATTEST: 

Assistant Secretary 
Bartlesville, Oklahoma 

Date: v 
ATTEST: 

Aacistant. Secretary 
500 North Big Springs 
Midland, Texas 

SINCLAIR OIL & GAS COMPANY 

By 
Vice President 

PHILLIPS PETROLEUM COMPANY 

By _ 
Vice President 

RUTTER ROYALTY COMPANY 

By 

Date; 

Address: Paul 0. Sergant 

Witness: 
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STATE OF <^L*~*l*—-J ) 

COUNTY OF ^ X x ^ L £ ^ ^ ^ 

LIS / <=* The foregoing instrument was acknowledged before me this / ^ — day of 

9^y^<*^cJ^, 195_Z_, by < ^ t . 04-. C A A - * L * J & L i ± ) President of 

y y ^ ^ t a ^ O ^ - i z ^ j L ) Corporation, i n behalf of 

Notary Public i n and fo: 
County, State of 

said corporation. 

My Commission Expires: 
LOKENE BOSLER, Notary Public 

My Cw.T.nissioo Expi re , J u n B 1 , ] 0S7 

STATE OF O 2 C 4 L - * _ ^ ) 
• . ) ss. 

COUNTY OF /?P<^U^pci(y) 

The foregoing instrument was acknowledged before me this day of 

{ } ^ d L j - . 1 9 5 b Y &» j ^ J Z ^ ( I s . President of 

; L u f f ' * AS ,t^rX. 

of said corporation. T 
Corporation, i n behalf 

My Commission Expires: 

(/ 

STATE OF 

COUNTY OF 

Notary Public i n and for ^ c ^ U U x ^ - U ^ -
County, State of *ZL^>—*-«—-

) 

) ss. 
) 

The foregoing instrument was acknowledged before me this 

, 195 , by , President of 

day of 

of said corporation. 

Corporation, i n behalf 

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

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this 

, 195 , by , President of 

day of 

Corporation, i n behalf of 

said corporation. 

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



STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 195 , by , President of 
Corporation, i n behalf of 

said corporation. 

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

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 195 , by , President of 

Corporation, i n behalf 

of said corporation. 

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

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 195 , by , President of 

Corporation, i n behalf 

of said corporation. 

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

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 195 , by , President of 

Corporation, i n behalf of 

said corporation. 

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

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 5_, by . 

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



E X H I B I T " l " 
Attached to and made a part of .... that certain., a^ree^nt.. ent i t led 
.yMT...0FIIlAn^ 

tountj of___EddyA State^ 
.J^.Mdtb.e..A>T^ _., 

PASO-T-19fS-2 

A C C O U N T I N G P R O C E D U R E 
(UNIT AND JOINT LEASE OPERATIONS) 

I . GENERAL PROVISIONS 
1. Definitions 

"Joint property" as herein used shall be construed to mean the subject area covered by the agreement to which this "Accounting Procedure" is at­

tached. 

"Operator" as herein used shall be construed to mean the party designated to conduct the development and operation of tlie subject area for the 

joint account of the parties hereto. 

"Non-Operator" as herein used shall be construed to mean any one or more of the non-operating parties. 

2. Statements and Billings 
Operator shall bill Non-Gpe*»U>r on or before the last day of each' month for its s prc^rtion^p.-sh'^fc of costs and expenditures during the preced­

ing, month. Such bill? w i l l be accompanied by statements, reflecting, the totaTjCoSts'arid chargedas set forth under Subparagraph .B. . . b'elbwj - r j 

A. Statement in detail of all charges and cne^ss^tQ ,jtu£ joint a^Ount.-

B. Statement of all charges and credits to the ^oint '^rc^trTtt;" sumT^'^cund-by appropriate classifications indicative of the nature thereof. 

C. Statements as follows: v ' ' 

di^- (1) Detailed statement of material ordinarily considered controllable by operators of oil and gas properties; 

(2) Statement of ordinary charges and credits to the joint account summarized by appropriate classifications indicative of the nature thereof; 

(3) Defaited "statement of any othertcharges and credits. 

3. Payments by Non-Operator * ' • -

Each parly shall pay its proportion of all such bills within-fifteen (15) days after receipt thereof. I f payment is not made within such time, the 

unpaid balance shall bear interest at the rate of six per cent (6%) per annum until paid. 

4. Adjustments 
Payment of any such bills shall not prejudice the right of Non-Operator to protest or question the correctness thereof. Subject to the exception 

noted in Paragraph 5 of this section I , all statements rendered to Non-Opcr;uor by Operator during any calendar year 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 said twenty-four (24) month 

period Non-Operator takes written exception thereto and makes claim on Operator for adjustment. Failure on the part of Non-Operator to make 

claim on Operator for adjustment within such period shall establish the correctness thereof and preclude the fi l ing of exceptions th&«to' or making 

>̂-̂ ?t?,*',-> of claims for acfj-ustment thereon. ^ The provisions of this paragraph shall not prevent adjustments* "resulting from physical inyeptpfy' 'ofj\property as 

•?< provided for in Section.. VI,'Invented**, hcteo£ ' j T / W V V * - . . 

A Non-Opedacor,,»pon. noticd-lri wri t ing. ta,&p&4|£>*nd all other Non-Operators, stetlf h | | ^ t h £ n g i f t * ^ i u i j i r Operatcir's account? and -records 

relating to the accounting h v r e ^ d e ^ / i g g i ^ X ^ e n d a i year within the twenty-four (24) mbiiili-period following' t t k end of such calendar year, pro­

vided, how«y«r,^t)»^>^No»4Ti^.iai;-TaWg'-t»ke written exception to and make ciaim'vpon^ithc Operator for all.-jisrrepancies disclosed by said 

audit within said twenty-four (24) month period. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable 

effort to conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to the Operator. 

I I . DEVELOPMENT AND OPERATING CHARGES 

Subject to limitations hereinafter prescribed, Operator shall charge the joint account with the following items: 

1. Rentals and Royalties 
Delay or other rentals, when such rentals are paid by Operator for the joint account; royalties, when not paid directly to royalty owners by the 
purchaser of the oil, gas, casinghead gas, or other products. 

2. LABOR, TRANSP0KEA2IGN, AND SERVICES 

Labor, transportation, and other services necessary fo r the development, maintenance, 
and operation of the jo in t property. Labor shall include Operator's cost of vacation, 
sickness and d i sab i l i t y benefits of employees, and expenditures or contributions im­
posed or assessed by governmental authority applicable to such labor. 

3. EMPLOYEE BENEFITS 

Operator's current oost of established plans fo r employees' group l i f e insurance, 
hospitalization, pension, retirement, stock purchase, t h r i f t , bonus, and other 
benefit plans of l i k e nature, applicable to Operator's f i e l d payroll ; provided 
that the charges under th is paragraph shall not exceed ten per cent (10$) of the 
to t a l of such labor charged to the jo in t account. 

Material, equipment, and supplies purchased or furnished by Operator for use of the joint property. So tar as i t is reasonably practical and con-

sistent with efficient and economical operation, only such material shall be purchased for or transferred to the joint property as may be required for 
immediate use; and the accumulation of surplus stocks shall be avoided. 

S. Transportation 

Transportation of employees, equipment, material, and supplies necessary for the development, maintenance, and operation of the joint property 
subject to the following limitations: 

A. I f material is moved to the joint property from vendor's or from the Operator's warehouse or other properties, no charge shall be made to the 
joint account for a distance greater than the distance from the nearest reliable supply store or railway receiving point where such material is 
available, except by special agreement with Non-Operator. 



B. I f surplus material is moved to Operator's warehouse or other storage point, no charge shall be made to the joint account for a distance greater 

than the distance from the nearest reliable supply store or railway receiving point, except by special agreement with Non-Operator. No charge 

shall be made to the joint account for moving material to other properties belonging to Operator, except by special agreement with Non-Operator. 

6. Service 
A. Outside Services: 

The cost of contract services and utilities procured from outside sources. 

B. Use of Operator's Equipment and Facilities: 

Use of and service by Operator's exclusively owned equipment and facilities as provided in Paragraph S of Section I I I entitled "Operator's Ex­

clusively Owned Facilities." 

7. Damages and Losses to Joint Property and Equipment 
Al l costs or expenses necessary to replace or repair damages or losses incurred by fire, flood, storm, theft, accident, or any other cause not con­

trollable by Operator through the exercise of reasonable diligence. Operator shall furnish Non-Operator written notice of damages or losses in­

curred as soon as practicable after report of the same has been received by Operator. 

8. Litigation Expense 
All costs and expenses of litigation, or legal services otherwise necessary or expedient for the protection of the joint interests, including attorneys' 

fees and expenses as hereinafter provided, together with all judgments obtained against the parties or any of them on account of the joint operations 

under this agreement, and actuaj expenses incurred by any party or .parties hereto in securing evidence for the purpose of defending against any 

action or claim prosecuted or- urged against t h i 'Joint- account or .'tile-subject .cnarter,'of this agreement. - r y , . | 

/ i \ 'Tt .V majority of the interests hereunder sf i i f l so'agree, .actwns or ^ the legal 

staff of one or m»feu>i. t-he.T^wties hereto; and a .charge commensurate^,&f.b.',?cost* 6f ; i « ^ d i n g : ju4. toi t is4i ing ^trch Services rendered' maybe ' 

made against the jcarfc^j«4oiijr«y'"but no jucb cfetrge" ^hflfeb^maije ' untfl^rWroVed- by the legal departments of or attorrieys for the respective 
. , . i . . •", ' • . . " .. " 

parties hereto. • ; • v - ' 
. ' • r B. Fees and*<expenses of outside attorneys-.shall not be charged to the joint account unless authorized by the majority of the interests hereunder. 

9. Taxes 
Al l taxes of every kind and nature assessed 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 taxes have been paid by the Operator for the benefit of the parties hereto. 

10. Insurance and Claims 
A. Premiums paid for insurance required to be carried for the benefit of the joint account, together with all expenditures incurred and paid in 

settlement of any and all losses, claims, damages, judgments, and other expenses, including legal services, not recovered from insurance carrier. 

B. I f no insurance is required to be carried, all actual expenditures incurred and paid by Operator in settlement of any and all losses, claims, dam­

ages, judgments, and any other expenses, including legal services, shall be charged to the joint account. 

11 . FIELD SUPERVISION ' 

A p o r t i o n o f the salar ies and expenses o f Operator's d r i l l i n g superintendent, por -
duction superintendent, geologists , engineers, and other supervisory employees 
serving the j o i n t property and other propert ies o f the Operator, such charges being 
apportioned to a l l propert ies served on an equitable basis consistent w i t h Operator's 
accounting p rac t i ce . 

12. ADMINISTRATIVE OVERHEAD 

Overhead charges, which s h a l l be i n l i e u of any charges f o r any par t of the compen­
sat ion or salar ies paid to managing o f f i c e r s and employees o f Operator, and any 
po r t i on of the o f f i c e expense of the p r i n c i p a l business o f f i c e located at Midland, 
Texas, but which are not i n l i e u o f f i e l d supervision charges pursuant to Paragraph 
11 of t h i s Section I I incurred i n operating any such proper t ies , or any other ex­
penses of Operator incurred i n the development and operation of said proper t ies ; 
and Operator s h a l l have the r i g h t to assess against the j o i n t property covered 
hereby the f o l l o w i n g overhead charges: 

WELL BASIS (Rate Per Well Per Month) 

PRODUCING WELL RATE 
DRILLING WELL (Use Complet ion Depth) 

RATE 

All Wells 
Wel l Depth Each Wel l First Five Next Five Over Ten 

150.00 50.00 25.00 15.00 

A. Overhead charges for drilling wells shall begin on the date each well is spudded and terminate when it is on production or is plugged, as the 

case may be, except that no charge shall be made during^he suspension of drilling operations for fifteen (IS) or more consecutive days. 

B. In connection with overhead charges, the status of wells shall be as follows: 

(1) Injection wells for recovery operations, such as for repressure or water flood, shall be included in the overhead schedule the same as produc­

ing oil wells. 

(2) Water supply wells utilized for water flooding operations shall be included in the overhead schedule the same as producing oil wells. 

(3) Producing gas wells shall be included in the overhead schedule the same as producing oil wells. 

— 2 — 



(4) WeUs permanently shut down but on which plugging operations are deferred shall be dropped from the overhead schedule at the time the 

shutdown is effected. When such wells are plugged, overhead shall be charged at the producing well rate during the time required for the 

plugging operation. 

(5) Wells being plugged back, drilled deeper, or converted to a source or input well shall be included in the overhead schedule the same as dr i l l ­

ing wells. 

(6) Temporarily shut-down wells (other than by governmental regulatory body) which are not produced or worked upon for a period of a fu l l 

calendar month shall not be included in the overhead schedule; however, wells shut in by governmental regulatory body shall be included 

in the overhead schedule only in the event the allowable production is transferred to other wells on the same property. In the event of a 

unit allowable, all wells capable of producing wil l be counted in determining the overhead charge. 

(7) Wells completed in dual or multiple horizons shall be considered as two wells in the producing overhead schedule. 

(8) Lease salt water disposal wells shall not be included in the overhead schedule unless such wells are used in a secondary recovery program 

on the joint property. 

C. The above overhead schedule for producing wells shall be applied to the total number of wells operated under the Operating Agreement to which 

this accounting procedure is attached, irrespective of individual leases. 

D. I t is specifically understood that the above overhead rates apply only to drilling and producing operations and are not intended to cover the 

construction or operation of additional facilities such as, but not limited to, gasoline plants, compressor plants, repressuring projects, salt water 

disposal facilities, and similar installations. I f at any time any or all of these become necessary to the operation, a separate agreement wi l l be 

reached relative to an overhead charge and allocation of district expense. 

E. The above specific overhead rates may be amended from time to time by agreement between Operator and Non-Operator i f , in practice, they are 

found to be insufficient or excessive. 

13. Operator's Fully Owned Warehouse Operating and Maintenance Expense 
(Describe fu l ly the agreed procedure to be followed by the Operator.) 

s torage 

14. Other Expenditures 
Any expenditure, other than expenditures which are covered and dealt with by the foregoing provisions of tliis Section I I , incurred by the Opera­

tor for the necessary and proper development, maintenance, and operation of the joint property. 

i n . BASIS OF CHARGES TO JOINT ACCOUNT 

1. Purchases 
Material and equipment purchased and service procured shall be charged at price paid by Operator after deduction of all discounts actually received. 

2. Material Furnished by Operator 
Material required for operations shall be purchased for direct charge to joint account whenever practicable, except that Operator may furnish such 

material from Operator's stocks under the following conditions: 

A. New Material (Condition " A " ) 

(1) New material transferred from Operator's warehouse or other properties shall be priced f.o.b. the nearest reputable supply store or railway 

receiving point, where such material is available, at current replacement cost of the same kind of material. This wi l l include material such 

as tanks, pumping units, sucker rods, engines, and other major equipment. Tubular goods, two-inch (2") and over, shall be priced on car­

load basis effective at date of transfer and f.o.b. railway receiving point nearest the joint account operation, regardless of quantity transferred. 

(2) Other material shall be priced on basis of a reputable supply company's preferential price list effective at date of transfer and f.o.b. the store 

or railway receiving point nearest the joint account operation where such material is available. 

(3) Cash discount shall not be allowed. 

B. Used Material (Condition " B " and "C") 

(1) Material which is in sound and serviceable condition and is suitable for reuse without reconditioning shall be classed as Condition " B " and 

priced at seventy-five per cent (75%) of new price. 

(2) Material which cannot be classified as Condition " B " but which, 

(a) After reconditioning wil l be further serviceable for original function as good secondhand material (Condition " B " ) , or 

(b) Is serviceable for original function but substantially not suitable for reconditioning, 

shall be classed as Condition " C " and priced at f i f t y per cent (SO^r) of new price. 

(3) Material which cannot be classified as Condition " B " or Condition " C " shall be priced at a value commensurate with its use. 

(4) Tanks, buildings, and other equipment involving erection costs shall be charged at applicable percentage of knocked-down new price. 

3. Premium Prices « 
Whenever materials and equipment are not readily obtainable at the customary supply point and at prices specified in Paragraphs 1 and 2 of this 

Section I I I because of national emergencies, strikes or other unusual causes over which the Operator has no control, the Operator may charge the 

joint account for the required materials on the basis of the Operator's direct cost and expense incurred in procuring such materials, in making it 

suitable for use, and in moving i t to the location, provided, however, that notice in writing is furnished to Non-Operator of the proposed charge prior 

to billing the Non-Operator for the material and/or equipment acquired pursuant to this provision, whereupon Non-Operator shall have the rignt, 

by so electing and notifying Operator within 10 days after receiving notice from the Operator, to furnish in kind, or in tonnage as the parties may 

agree, at the location, nearest railway receiving point, or Operator's storage point within a comparable distance, all or part of his share of material 

and/or equipment suitable for use and acceptable to the Operator. Transportation costs on any such material furnished by Non-Operator, at any 

point other than at the location, shall be borne by such Non-Operator. I f , pursuant to the provisions of this paragraph, any Non-Operator furnishes 

material and/or equipment in kind, the Operator shall make appropriate credits therefor to the account of said Non-Operator. 

4. Warranty of Material Furnished by Operator 
Operator does not warrant the material furnished beyond or back of the dealer's or manufacturer's guaranty; and in case of defective material, cred­

it shall not be passed until adjustment has been received by Operator f rom the manufacturers or their agents. 

5. Operator's Exclusively Owned Facilities 
The following rates shall apply to service rendered to the joint account by facilities owned exclusively by Operator: 

A. Water, fuel, power, compressor and other auxiliary services at rates commensurate with cost of providing and furnishing such service to the 

joint account but not exceeding rates currently prevailing in the field where the joint property is located. 



B. A u t o m o t i v e equipment at rates commensurate w i t h cost o f ownership and operation. Such rates should generally be in line w i t h the schedule o f 

rates adopted by the Petroleum M o t o r Transpor t Association, or some other recognized organization, as recommended u n i f o r m charges against 

j o in t account operations and revised f r o m t ime to t ime. A u t o m o t i v e rates shall include cost o f o i l , gas. repairs, insurance, and other operating 

expense and depreciation; and charges shall be based on use in actual service on, or in connection w i t h , the j o in t account operations. T r u c k 

and t rac tor rates may include wages and expenses o f dr iver . 

C. A f a i r rate shall be charged f o r the use o f d r i l l i n g and cleaning-out tools and any other items of Operator's f u l l y owned machinery or equip­

ment w h i c h shall be ample to cover maintenance, repairs, depreciation, and the service furn ished the j o in t p roper ty ; provided that such charges 

shall not exceed those c u r r e n t l y prevai l ing in the f i e ld where the j o in t property is located. Pu l l ing units shall be charged at hour ly rates com­

mensurate w i t h the cost o f ownership and operation, wh ich shall include repairs and maintenance, operating supplies, insurance, depreciation, and 

taxes. Pu l l i ng u n i t rates may include wages and expenses o f the operator. 

D . A f a i r rate shall be charged f o r laboratory services performed by Operator f o r the benefit o f the jo in t account, such as gas, water, core, and any 

other analyses and tests; provided such charges shall not exceed those cu r r en t ly prevai l ing i f performed by outside service laboratories. 

E. Whenever requested, Operator shall i n f o r m Non-Opera to r in advance o f the rates i t proposes to charge. 

F. Rates shall be revised and adjusted f r o m t ime to t ime when f o u n d to be either excessive or i n su f f i c i en t . 

I V . D I S P O S A L O F L E A S E E Q U I P M E N T A N D M A T E R I A L 

The Operator shall be under no obl igat ion to purchase interest o f Non-Opera to r in surplus new or secondhand material . The disposition o f major 

items of surplus material , such *s derricks, tanks, engines, pumping uni ts , and tubular goods, shall be subject to mutua l determinat ion by the parties 

hereto; provided Operator shall have the r i gh t to dispose of normal accumulations o f j u n k and scrap material either by transfer or sale f r o m the 

jo in t proper ty . 

Material Purchased by the Operator or Non-Operator 
Mater ia l purchased by either the Operator or Non-Opera to r shall be credited by the Operator to the joint account f o r the mon th in wh ich the 

material is removed by the purchaser. 

Division in Kind 
Divis ion o f material in k i n d , i f made between Operator and Xon-Opcra to r , shall be in propor t ion to their respective interests in such material . Each 

par ty w i l l thereupon be charged i n d i v i d u a l l y w i t h the value o f the material received or receivable by each par ty , and corresponding credits w i l l be 

made by the Operator to the jo in t account. Such credits shall appear in the mon th ly statement of operations. 

Sales to Outsiders 
Sales to outsiders o f material f r o m the jo in t proper ty shall be credited by Operator to the joint account at the net amount collected by Operator 

f r o m vendee. A n y claims by vendee f o r defective material or otherwise shall be charged back to the jo in t account i f and when paid by Operator. 

V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT 

Material purchased by either Operator or Non-Operator or divided in kind, unless otherwise agreed, shall be 
valued on the following basis: 

New Price Defined 
New price as used in the f o l l o w i n g paragraphs shall have the same meaning and application a-* tha i uwd above in Section I I I , "Basis o f Charges to 

Joint A c c o u n t . " 

New Material 
N e w material (Cond i t i on " A " ) , being new material procured f o r the jo in t account but never used thereon, at one hundred per cent (100^4) o f cur ­

rent new price (plus sales tax i f a n y ) . 

Good Used Material 
Good used material (Cond i t ion " B " ) , being used material in sound and serviceable condi t ion , suitable f o r reuse w i t h o u t recondi t ioning: 

A . A t seventy-f ive per cent ( 7 5 % ) of current new price i f material was charged to jo in t account as new, or 

B. A t s i x t y - l i v e per cent (6 s % ) o f current new price i f material was or ig ina l ly charged to the jo in t property as secondhand at seventy-five per 

cent ( 7 5 % ) of new price. 

Other Used Material 
Used material (Cond i t i on " C " ) , at f i f t y per cent ( 5 0 % ) of current new price, being used material w h i c h : 

A . A f t e r recondi t ioning w i l l be f u r t h e r serviceable f o r or iginal f u n c t i o n as good secondhand material (Cond i t i on " B " ) , or 

B. Is serviceable f o r or iginal f u n c t i o n but substantially not suitable f o r recondit ioning. 

Bad-Order Material 
Mater ia l and equipment (Cond i t ion " D " ' ) , wh ich is no longer usable f o r its or iginal purpose w i t h o u t excessive repair cost but is f u r t h e r usable f o r 

some other purpose, shall be priced on a basis comparable w i t h that o f items normal ly used f o r that purpose. 

Junk 
Junk (Cond i t i on " E " ) , being obsolete and scrap material , at prevai l ing prices. 

Temporarily Used Material 
W h e n the use o f material is temporary and its service to the j o in t account does not j u s t i f y the reduction in price as provided in Paragraph 3 B, 

above, such material shall be priced on a basis that w i l l leave a net charge to the jo in t account consistent w i t h the value o f the service rendered. 

VI. INVENTORIES 

Periodic Inventories, Notice and Representation 
A t reasonable intervals, inventories shall be taken by Operator o f the j o i n t account material , wh ich shall include al l such material as is o rd ina r i ly 

considered control lable by operators o f o i l and gas properties. 

W r i t t e n notice o f in ten t ion to take inven to ry shall be given by Operator at least t h i r t y (3 0) days before any inventory is to begin so that N o n -

Operator may be represented when any inventory is taken. 

Failure o f Non-Opera to r to be represented at an inven to ry shall b ind Non-Opera tor to accept the inventory taken by Operator, who shall in that 

event f u r n i s h Non-Opera to r w i t h a copy thereof. 

Reconciliation and Adjustment of Inventories 
Reconcil iat ion o f inven to ry w i t h charges t o the j o in t account shall be made by each pa r ty at interest, and a list o f overages and shortages shall be 

j o i n t l y determined by Operator and Non-Opera to r . 

I n v e n t o r y adjustments shall be made by Operator w i t h the j o i n t account f o r overages and shortages, but Operator shall be held accountable to N o n -

Operator on ly f o r shortages due to lack o f reasonable diligence. 

Special Inventories 
Special inventories may be taken, at the expense o f the purchaser, whenever there is any sale or change of interest in the j o i n t p roper ty ; and i t shall 

be the d u t y o f the pa r ty selling to n o t i f y al l other parties hereto as q u i c k l y as possible a f te r the t ransfer o f interest takes place. I n such cases, both 

the seller and the purchaser shall be represented and shall be governed by the inven to ry so taken. 



RATIFICATION AND JOINDER OF UNIT OPERATING AGREEMENT 
UNDER UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION OF THE 
SEVEN RIVERS HTT.T.q 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 Rivers H i l l s 
Unit Area, i n 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 i n 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 approve, adopt and r a t i f y the said 
Unit Operating Agreement i n the form and as submitted to the United States Geo­
logical Survey i n 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 i n any number of counterparts with the same force and effect as i f a l l 
parties had signed the same document and shall be binding upon a l l those who exe­
cute a counterpart hereof, regardless of whether or not i t i s executed by a l l 
other parties owning or claiming an interest i n the lands affected hereby, and 
when so executed shall be binding upon the undersigned, his or her successors or 
assigns, subject to a l l the terms, provisions and conditions of said Unit Operating 
Agreement. 

ADDRESS SIGNATURE 

Date: 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by 

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

) s s . 
STATE OF MB* IffiriTOQ ) 

COUNTY OF SOSft ) 

The foregoing instrument was acknowledged before me this iffifii day of 

t f r t tHtrW , 19.SQL b y g H a U y fiilWl K — B t l W VtOtt President of 

CWfl» PMU.THB gjWIMTi TT , mm Marina corpor­
ation, i n behalf of said corporation. 

My Commission Expires: 

0*%*9*r XS. 1959 

r 
Public i n and for Notary 

County, State of 



RATIFICATION AND JOINDER OF UNIT OPERATING AGREEMENT 
UNDER UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION OF THE 
SE\raM R-nnrR.c; HTT.T.g. 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 Rivers H i l l s 
Unit Area, i n 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 i n 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 approve, adopt and r a t i f y the said 
Unit Operating Agreement i n the form and as submitted to the United States Geo­
logical Survey i n 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 i n any number of counterparts with the same force and effect as i f a l l 
parties had signed the same document and shall be binding upon a l l those who exe­
cute a counterpart hereof, regardless of whether or not i t i s executed by a l l 
other parties owning or claiming an interest i n the lands affected hereby, and 
when so executed shall be binding upon the undersigned, his or her successors or 
assigns, subject to a l l the terms, provisions and conditions of said Unit Operating 
Agreement. 

ADDRESS SIGNATURE 

P. 0. Box 933 . 
— — = ^ —7* 

Eos ue l l , Nev/ Ifexico 

Date: September 24, 1957 

STATE OF NEsV MEXICO ) 
) s s . 

COUNTY OF CHAVES ) 

The foregoing instrument was acknowledged before me this 24-th day of 

.qpp-hPTr̂ p.̂  19 ̂ 7. by Foster Morrell and Edna E. Morrell. his wife 

Mn+owr T>iiV.1 i i f My Commission Expires: Notary Public^in and for phavpa 
County, State of Naw Mosioo 

March 16. 1961 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing Instrument was acknowledged before me this , day of 

, 19 , by , President of 

, a , Corpor­

ation, i n behalf of said corporation. 

My Commission Expires: Notary Public i n and for 
County, State of . 


