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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
CHINA CANYON UNIT AREA
EDDY COUNTY, NEW MEXICO
NO.

THIS AGREEMENT, entered into as of the 29th day of September, 1964, by
and between the parties subscribing, ratifying, or consenting hereto, and herein
referred to as the “parties hereto",

WITNESSETH:

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

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437,
as amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal lessees and their
representatives to unite with each other, or jointly or separately with others,
in collectively adopting and operating a cooperative or unit plan of development
or operation of any oil or gas pool, field, or like area, or any part thereocf
for the purpose of more properly conserving the natural resources thereof whenever
determined and certified by the Secretary of the Interior to be necessary or-
advisable in the public interest; and,

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 7-11-39 N.M. Statutes 1953 Annotated)
to consent to or approve this agreement on behalf of the State of New Mexico,
insofar as it covers and includes lands and wmineral interests of the State of
New Mexico; and,

WHEREAS, the 0il Conservation Commission of the State of New Mexico is
authorized by an Act of the Legislature (Article 3, Chapter 65, Volume 9, Part 2,
1953 Statutes) to approve this agreement and the conservation provisions hereof;
and,

WHEREAS, the parties hereto hold sufficient interests in the China
Canyon Unit Area covering the land hereinafter described to give reasonably effec-
tive control of operations therein; and,

WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure other benefits obtainable through develop-

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

BEFORE EXAMINER UTZ
OIL CONSERVATICN COMMISSION
EXHIEIT NO, _/

(CASE NO.___. "2 T
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conditions and limitations herein set forth;

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

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of
February 25, 1920, as amended, supra, and all valid pertinent regulat:ions,
including operating and unit plan regulations, heretofore issued thereunder or
valid, pertinent, and reasonable regulations hereafter issued thereunder are
accepted and made a part of this agreement as to Federal lands, provided such
regulations are not inconsistent with the terms of this agreement; and as to
State of New Mexico and privately owned lands, the oil and gas operating regula-
tions in effect as of the effective date hereof governing drilling and producing
operations, not inconsistent with the terms hereof or the laws of the State of
New Mexico are hereby accepted and made a part of this agreement.

2. UNIT AREA. The area specified on the map attached hereto marked
Exhibit "A" is hereby designated and recognized as constituting the unit area,
containing 7,610.77 acres, more or less.

Exhibit “A"™ shows, in additlon to the boundary of the unit area, the
boundaries and identity of tracts and leases in said area to the extent known to
the Unit Operator. Exhibit "B" attached hereto is a schedule showing to the
extent known to the Unit Operator the acreage, percentage, and kind of ownership
of oil and gas interests in all land in the unit area. However, nothing herein
or in said schedule or map shall be construed as a representation by any party
hereto as to the ownership of any interest other than such interest or interests
as are shown in said map or schedule as owned by such party. Exhibits "A" and
"B" shall be revised by the Unit Operator whenever changes in the unit area
render such revison nccessary, or when requested by the 0il 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 '"State
Land Commissioner™, and not less than seven copies of the revised exhibits
shall be filed with the Supervisor, and two (2) copies thereof shall be filed
with the State Land Commissioner and one (1) copy with the New Mexico 0il

Conservation Commission, hereinafter referred to as "State Commission'.
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The above-described unit area shall when practicable be expanded to in-
clude therein any additiounal tract'or tracts regavrded as reasonably necessary
or advisable for the purposes of this agreement, or shall be contracted to ex-
clude lands not within any partlcipating area whenever such expansion or con-
traction is necessary or advisable to conform with the purposes of this agree-
ment. Such expansion or contraction shall be effected in the following manner:

(a) Unit Operator, on its own motion, or on demand of the Director of
the Geological Survey, hereinafter referred to as "Director," or on demand of
the State Land Commissioner, after preliminary concurrence by the Director,
shall prepare a notice of proposed expansion or contraction describing the con-
templated changes in the boundaries of the unit area, the reasons therefor, and
the proposed effective date thereof, preferably the first day of a month subse-
quent to the date of notice.

(b) Said notice shall be delivered to the Supervisor, the State Land
Commissioner and the State Commission and copies thereof mailed to the last
known address of each working interest owner, lessee, and lessor whosze
interests are affected, advising that 30 days will be allowed for submission to

the Unit Operator of any objections.

(c) Upon expiration of the 30-day period provided in the preceding item
(b) hereof, Unit Operator shall file with the Supervisor, the State Land Com- ’
missioner and the State Commission evidence of mailing of the notice of
expansion or contraction and a copy of any objections thereto which have been
filed with the Unit Operator, together with an application in sufficient number,
for approval of such expansion or contraction and with appropriate joinders.

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

(e) All legal subdivisions of unitized lands (i.e,, &) acres by Govern=
ment survey or its nearest lot or tract equivalent In instances of irregular
surveys, however, unusually large lots or tracts shall be considered in mul-
tiples of 40 acrés, or the nearest aliquot equivalent thereof, for the purpose of
elimination under this subsection), no parts of which are éntitled to be in a

_ participating area within five years after the first day of the month following

_3_



the effective date of the first initial participating afca established under this
unit agreement, shall be elimingted automatically from this agreement, effective
as of the first day thereafter, and such lands shall no longer be a part of the
unit area and shall no longer be subject to this agreement, unless at the explrae~
“tion of saild five-year period diligent dwilling operations are i progress on
unitized lands not entitled to partiecipation, in which event all such lands shall
remain subject hereto for so long as such drilling operations are continued
diligently, with not more than 90 days time elapsing between the completion of

one such weil and the ¢ommencement of the rext such well, except that the tims
allowed between such wells shall not expire earlier than 30 days afier the expira=
tion of any period of time duvingz vhich drilling operations are prevented by a
matter beyond the reasonable contrai of unit operator as set forth In the zaatlion
hereof entitled “Unavoidable Delay;" provided that all legal subdivisions of lauds
not in a participating area and not entitled to become participating under the
applicable provisions of this agreement within ten vears after said {izet Zav of
the month following the effective date of szid firat inivial participating aras
shall be eliminated as above specified. Determination of creditabic “Imavoldabls
Delay" time shall be made by Unit Operator and subject to approval of s Divsnicy
&nd thé State Land Commissioner. The Unit Operator shall, within 90 days sitex

the effective date of any elimination hereunder, describe the area 5o climinates

to the satisfaction of the.Director and the Commissioner and prowptly notify all

parties in interest.

Tf conditions warrant extension of the ten-year period specified in Chis
suhosestion 2 (@), & single extension of not to exceed two years may be accon
plished by consent of the owmers of 90 per cent of the current unitized working
interests and 60 per cent of the current unitized basic royslty interasts {axel -
siva of the basic royalty interests of the Unlted States}, on 8 rotal nompertici-
patfng«acreage basis, respectively. with spproval of thz Dirvector, and the State
Land Cormissioner provided such extension application iz submitted to the

Zrector and to the State Land Commissioner mot later than 60 days prior to tha
expiration of said ten-year period.

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

lands thereto fore eliminated pursuant to this sube-section 2 (e) shall not be con-

gsidered automatic commitment or recommitment of such lands.



3. UNITIZED LAND AND UNITIZED GUBSTANCES. All lard comnittea oo this
agreement shall constitute land referred to herein as “unitized land" or "land
subject to this agreement.” All oil and gas in any and all formations of the
unitized land are unitized‘under ihe terms of this agreement and herein are
called "unitized substances."

4. UNIT OPERATOR. Shell 0il Compsny with offices at Midland, Texas, is
hereby designsted as Unrt Operator and by signature hereto as Unit Operator commits
to this agreement all inte:ests in unitized substances vested in them and agcrees
and consents to accept the dutles and obligations of Unit Operator for discovery,
development and productiocr of unitized substances as herein previded. Whenever
reference is made herein to the Unit Operator, such reference means the Unit
Operator acting in that capacity and not as an owner of interest in unitized sub-
stances, ard the term "working interest owner” when used herein shall include or
refer to Urnit Opareicr as the owner of a working interest when such an interest

is owned by him.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operatcr snall have
the righi to resign at any time prior to the establishment of a participating
aresa or areas hereunder, but such resignation shall not become effective so as
to relesase Unit Cperator from the duties and obligations of Unit Operator and
terminate Unit csrator's rights as such for a period of six months after
notice oFf intention 5o resign has been served by Unit Operator on all working
interest owners and the Director, the State Land Commissioner and State Com-
mission and until all wells then drilled hereunder are placed in a satisfactory
condition for suspension or abandonment whichever is requimd bty the Supsrvisor
as to Federal lands and by the State Commission as to Stete and privately owned
lands unless a new Unit Operator shall have been selected and approved and
shall have taken over and assumed the duties and obligations of Unit Operater
prior to the expiration of saild period.

Unit Operator shall have the right to resign in like manner and subject
to like limitations, as above provided, at any time a participation area esteb-
lished hereunder is in existence, but, in all instances of resignation or removal,
until a successor Unit Operator is selected and approved as hereinafter provided,
the working interest owners shall be Jjointly responsible for performence of the

duties of Unit Operator, and shall not later than 30 days before such resignation

or removal becomes effective appoint a common agent to represent them in any

action to be taken hereunder.



The resignation ¢l Unit Operator shall not release Unfit Operator {rom
-any liability for any default by it hereunder occurring prior to the effective date
of lts resignation,

The Unit Operator may, upon default or failure in the performance of iéa
duties or obligations hereunder, be subject to removal by the same percentage
vote of the swners of working interests determined in like manner as herein
provided for the se¢irction of 3 new Unlt Operator. Such removal shail be effec-
tive upon nuvtice thereof to the Director and the State Land Commissioner.

The ;esignation or removal of Unit Operator under this agreement shall
not terminate its right, title, or interest as the owner of a working interest or
other intevest in unitized substances, but upon the resignation or removal of Unit
Operator vecoming effective, such Unit Operator shall deliver possession of all
equipment, materisia, and appurtenances used in conducting the unit operatfions
and owned by the working interest owners to the new duly qualified successor
Unit Operator or to the owners thereof if no such new Unit Operator 1s elected,
to be used for the purpase of conducting unit operations hereunder. Nothing
herein shall be construed as authorizing removal of any material, equipment
and appurrenances needed for the preservation of any wells,

G. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender
his or {ts resignation as Unit Operator, or shall be removed as hereiunabove
provided, or a change of unit operator is negotiated by working interest owners,
the owmers of the working interests iIn the participating area or areas
according to their respective acreage interests in such participating area or
areas, or until a participating area shall have been established, the owners of
the working interests according to their respective acreage interests in all’
unitized land, shall by majority vote select a successor Unit Operator; provided
that, 1f a majority but less than }5 per cent of the working interests qualified to
vote are owned by one party to this agreement, a concurring vote of one or more
additional working interest owners shall be required to select a new operator,
Such selection shall not become effective until:

(a) a Unit Operator so selected shall accept in writing the duties and

responsibilities of Unit Operator, and

(b) the selection shall have been filed with the Supervisor and approved



by the State Land Commissioner. If no successor Unit Operator is seieccted and
qualified as herein provided, the director and State Land Commlissioner at their
election may declare this Unit Agreement termlnated.

7. ACCOUNTING PROVISIONS AND.UNIT OPERATING AGREEMENT, If the unit
Operater is not the sole owner of working intereats, costs and expenses incurred
by Unit Opecator in conducting unit operations hereunder shall be paid arnd
appevtioned among aad borne by the awners of working interests, all in
" accordance with the agreement or agreements entered into by and between the
Unit Operator and tha cwners of working interests, whether one or more, separately
or collectively, Any agreement or agrecments entered into between the working
interest owners sad the Unit Operator as provided in this section, whether ome
or more, are herein referred to as the "dnit Operating 4greement." Such unit
operxating agreement shall also provide the manner in which the working interest
owners shall be entitled to receive their respective proportionate and allocated
share of the benefits accruing hereto in conformity with their underlying
operating agreements, leases, or other independent contracts, and such other
rights snd obligations as between Unit Operator end the working intereat owners
as may be agreed upon by Unit Operator and the working interest cwners; however,
no such unit operatcing Qgreemenc shall be deemed either to wodify any oX the
terms and conditions of this unit agreement or to relieve the Unit Operator of
any right or obiigation established under this unit agreement, and In case of
any inconsistency or conflict between the unit agreement and the unit operating
agreement, this unit agreement shall prevail. Three (3) true copies of any unit
operating agreement executed pursuant to this section should be filed with the
Supervisor and one (1) true copy with the State Land Commissioner, 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 exer-
cising any and all 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 title to said rights shall be deposited

with said Unit Operator and, together with this agréement, shall constitute and
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define the rights, privileges, and obligations of Unit Operator. Nothing herein,
however, shall be construed to transfer title to any land or to any lease or
operating agreement, it being understood that under this agreement the Unit
Operator, in its capacity as Unit Operator, shall exercise the rights of posses-
sion and use vested in the parties hereto only for the purposes herein specified.
9. DRILLING T¢ I2SCOVERY. Within six monrhs after the effective date
hereof, the Unit Operator shall begin to drill an adequate test well at a location
approved by the Supervisor if on Federal land or by the State Land Commissioner
if on State land, or by the State Commission if on privately owned land, unless
on such effective date a well is being drilled comformably with the terms hereof,
and thereafter continue such drilling diligently until the Siluro-Devonian forma-
tion has been tested or until at a lesser depth unitized substances shall be
discovered which can be produced in paying quantities (to-wit: quantities suffi-
cient to repay the costs of drilling and producing operations, with a reasonable
profit) or the Unit Operator shall at any time establish to the satisfaction of the
Supervisor if on Federal land, or the State Land Commissioner if on State land, or
of the State Commission if on privately owned land, that further drilling of said
well would be unwarranted or impracticable; provided however, that Unit Operator
shall not in any event be rzquired to drill said well to a depth in excess of 11,300
feet. Until the discovery of a deposit of unitized substances capable of being
produced in paying quantities, the Unit Operator shall 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, until a well capable of producing
unitized substances in paying quantities is completed to the satisfaction of said
Supervisor if it be on Federal land or of the State Land Commissioner if on State
land or the State Commissicon if on privately owned iand or until it is reasonably
proved that the unitized la.d is incapable of producing unitized substances in
paying quantities in the formatrions drilled hereunder. Nothing in this section
shall be deemed to limit the right of the Unit Operator to resign asz provided in
Section 5 hereof, or as requiring Unit Operator to commence or countinue any
drilling during the pz2riod pending such resignation becoming effective in crder

to comply with the raquirement: of this section. The Director and State Land



Comumdissioner may modify the drilling requirements of thls scction by granting

reasonable exteansions of time when, in their opinion, such action s warranted.
Upon failure to comply with the drilling provisions of this section, the

Dire:tor and State Land Commissioner may, alter reasonable notice to the Uait

Upad..«0r, and each working interest owner, lessee, and lessor at

- .
welr sast

r

known addresses, declare tils unic asgrsemeant teradnated.

-

montns after
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10, PLAY OF FURTHER DEVELUPMINT A OPERATION, Within

completion of a well capable of producing unitized substances in paying quantities,

-

valt Operacor saall submic Jor the approval of the Supervisor and the State

‘ssivner an acceptable plan of davelopment and operation for the unitized

-

and waien, when approved by the 3upervisor and the State Land Commissicner, shalil
censtizuts che further driliivng and operating obligations of the Unit Operator

sanzr fhis agiesment for the period specified therein. Thereafter, from time

to time before the expiration of any existiug plan, the Unit Operator shall

o

suiaie for the approval of the Supervisor and the State Land Commissioner a plan

fur an addit ional specified perlod for the development and operation of the

fa
vnavized land. Any plan submitted puvs.snt to thils gection shall provide For the

of the unitized ares und for the diligent drilling necessary for

&‘\J.vmu-i‘,

seminzoion of the grea or arsas thereof capable of producing uaitized substances
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in paying gquantitles in each and every productive formation and shall be as

complete and adequate as the Supervisor and the State Land Commlssioner may

determine to be necessary for timely development and proper conservation of the

oil and ges resources of the uanitized ares and shall:

{a) specify the number and location of say wells to be drilled and the

proposed crder and time for such drilling; and,

(b to the extent practicable specify the operating practices regarded as
necessary and advisable for the proper corznrvation of natural resources. Sepa~-
rate plans may be submitted for ceparate preductive zomes, subject to the

approval of the Supervisor and the State Lend Commissioner, Said plan or plans

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

¢ to protect the interests of all parties to this agreement. Reasonable diligence
shall be exercised in complying with the obligations of the approved plan of develop=

ment, The Supervisor and State Land Commissioner are authorized to grant a
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of an iritial pilan of development where such action is juséifiod becausa of
unusual conditions or clrcumstances. After completion herevader of a wall capaule
of producing any unitized substance in paying quantities, no further wells, except
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land survey as of the effective date of the

¢ schedule also shall set forth the percentage of
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o ke allccated as herein provided to each unitized tract in

iished, and shall govern the allocation of production
the date the participating avea becomes effective. A separate parti-
be established in 1ike manner for each separate pool or deposit
substances or for any group thereof produced as a single pool or zone,
ny twe or more pavrticipating arcas so established may be combined into one
f the ownevs of &il working Interests in the lands within the

participating areas so to be combined, on approval of the Director snd the State

Land Commissioner., The participating area or areas so established shall be rovised
from time ¢o time, subject to like approval, whenever such action appears proper
result of further drilling opcrations or otherwise, to include additional

then regarded as reasonably proved to be productive in pa&ing quantities,
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or to exclude land theun rcgarded as reasonably proved not to be produccive in
paying quantities and the perceatage of allocation shall also be revised accor=
dingly. The effective date of any revision shall be the first of the wonth in
which is obtained the knowledge or information on which such revisich is predicatad,
prbvided, however, that a more appropriate efféctive date may be uged 1f jugtified
by the Unit Operator and approved by the Director and the State Land Commissioner.
No land shall be excluded from a participating area on account of depietion of

the unitized substances.

It is the intent of this section that a particlpating area shall represent
the area known or reasonably estimated to be productive in paying quantities;
but, regardless of any revision of the participating area, nothing herein contained
shall be construed as requiring any retroactive adjustment for production ob-
tained 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 Director and the State Land Commissioner as to the proper definition or
redefinition of a participating area, or until a participating area has, or areas
have, been established as provided herein, the portion of all payments affected
thereby may be impounded Iin a manner mutually acceptable to the owaers of
working interests, except royalties due the United States and the State of New
Mexico, which shall be determined by the Supervisor for Federal lands and the
State Land Commissioner for State lands and the State Conmission as to
privately owned lands and the amount thereof deposited, as directed by the Super=
visor and the State Laﬂd Commissioner respectively, to be held as unearned
ﬁoney until a participating area is finally approved and then applied as earned
or returned in accordance with a determination of the sum due as Federal and
State royalty on the basis of such approved participating area.

Whenever it is determined, subject to the approval of the Supervisor, as
to wells drilled on Federal land and of the State Land Commissioner as to wells
driliéd on State land and the State Commission as to wells on privately owned
lands, that ; well drilled under this agreement is not capable of production
in paying quantities and inclusion of the land on which it is situated in a
participating area {s unwarranted, ﬁroduccion from such well ghall, for the pur-

poses of settlement among all parties other than working interest owners, be
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allocated to the land ou which the well is located so fong as such land 1s not
within & pdrticipating area establislied for the pool or deposit f£vom which such
production is obtained. Settiement for working interest beneflts from such a well
shall be wmade as provided in the unit operating agreement.

2. ALLCCATICN OF PRODUCTION, All unitized substances produced from
each parcicogating uyea established under this agreement, except any part thereof
sed in confermity with pood opersting practices within the unitized area for
ariiling, cperating, camp and other production or development purposes, for
wepreesuring or recycling in accordance with a plan of development approved by

Lhe Supervisor, and State Land Commissioner and the State Commissicn, or

from tie seversl vracts of unitized land of the participating area established for
such production and, for the purpose of determining any bgnefits accrulng under
this agreement, each such tract of unitized land shall have allocated to it such
rereertage of sald production as the number of acres of such tract included in
sald participating area bears to the total acres of unitized land in said partici-
pating ares, except that allocation of production hereunder for purposes other
than Lor »zrtlement of the royalty, overriding royalty, or payment out of pro-
dustion obiigations of the respective working interest owners, shall be on the
basis prescribed in the unit operating agreement whether in conformity with
the basis of allocation herein set forrth or otherwise, It is hereby agreed that
sroduction of unitized substances from a pavticipating area shall be allocated
as provided herein regardless of whether any wells are drilled on any particular
part or tract of said participating area. If any gas produced from one partici-
pating érea is used for repressuring or recycling purposes in another partici-
pating area, the first gas withdrawn from such last-mentioned participating
area for sale during the life of this agreement shall be considered to be the gas
so transferred until an amount equal to that transferred shall be g0 produced
for sale and such gas shall be allocated to the participating axea from which
initially produced as constituted at the time of such final production.

i3. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS.
Any pariy or parties hereto owning or controlling the working interests in any

unitized land having thereon a regular well location may with the approval of
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the Supervisor as to Federal land, the State Land Commissioner as to State Land,
and the State Commission as to privately owned land, and subjecct to the pro-
visions of the Unit Operating Agreement, at such party's or parties' sole risk,
.costs, and expense drill a well at such location on such land to test any forma-
tion for which a participating area has not been established or to test any forma-
tion for which a participating area has been established if such location is not
within said participating area, unless within 90 days of receipt of notice from
sald party of his intention to drill the well the Unit Operator elects and
commences to drill such a well in like manner as other wells are drilled by the
Unit Operator under this agreement,

If any well drilled as aforesaid by a working interest owner results in
production such that the land upon which it is situated may properly be included
in'a participating area, such participating area shall be established or enlarged
as provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms of this agreement and the unit opera-
ting agreement.

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

14. ROYALTY SETTLEMENT. The United States and the State of New Mexico
and all royalty owners who, under existing contract, are entitled to take in
kind a share of the substances now unitized hereunder produced from any tract,
shall hereafter be entitled to the right to take in kind their share of the unitized
substances allocated to such tract, and Unit Operator, or in case of the operation
of a well by a working interest owner as herein in special cases provided for,
such working interest owner, shall make deliveries of such royalty share taken
in conformity with the applicable contracts, laws and regulatioms. Settlement
for royalty interest not taken in kind shall be made by working interest owners
responsible therefor under existing contracts, lays and regulations on or before

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

-13-



calendar month; provided, however, that nothing herein contained shull uperaze
to relieve the lessees of any land from thelr respective lease obligations for rhe
payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is introduced
into any participating area hereunder, for use in repressuring, stimulation of
producticn, or incrzasiag ultimate recovary, which shall be in coaformity ‘with
a plan first approved by the Supervisor, the State Land Commissioner, and the
ftate Commissicn, a like amount of gas, sfter settlement as herein provided
for any gas trensferred from any other participating area and with due allow-
ance for less or depletion from any cause, may be withdrawn from the formation
into which the g&s was introduced, royalty frece &8 to dry g&s, but not as to
the products extrected therefrom; provided that such withdrawal ehall be at such
time &g may be provided im the plan of operations or as may otherwise be consented
to by the Supervisor, the State Land Commissioner and the State Commission as
conforming to gocd petroleum englneering practice; and provided further, that such
right of withdrawal shall terminate on the termination of this unit agreement,

Royaity due the United States shall be computed as provided in the
operating regulations and paid in value or delivered in kind as to all unitized
substances on the basis of the amcunts thereof allocated to unitized Federal
land as provided herein at the rates specified in the respective Federal leases,
or at such lower rate or rates as may be authorized by law or regulations;
provided, that for leases on which the royalty rate depends on the daily average
production per well, sald average production shall be determined in accordance
with the operating regulations as though each participating area were a single
congolidated lease,

Royalty due on account of State of New Mexico and privately owned lands,
shall be computed and paid as to all unitized substances on the basis of the
amounts allocated to such lands,

15, RENTAL SETTLEMENT. Rental or minimum royalties due on leases
committed hereto shall be paid by wgrking interest owners responsible therefor
under existing contfacts, laws, and regulatioms, provided that nothing herein
contained shall operate to relieve the lessees of any land from their respective

lease obligations for the payment of any rental or minimum royalty in lieu thereof

-14-



due under their leases. Rental or minimum royvalty for lands of the United Stares
subject to this agreement shall be paid at the rate specified in the respective
leases from the United States uuless such rental or minimum royalty is waived,
suspended, or reduced by luaw or by approval of the Secretary or his duly authorized
representetive,

Rentels on State of New Mexlco lands subject to this agreement shall be
- pald at the rates specified in the respective leases,

With respect to any lease on non-Federal land containing provisions
wiilch would terminate such lease unless drilling operations were within the
time cherein specified commenced upon the land covered thereb} or rentals
paid for the priviiege of deferring such driiling operations, the rentals required
thereby sholl, notwithstanding any other provislon of this agreement, be deemed
to accrue gnd become payable during the term therof as extended by this agree-
ment and thereafter until the required drilling operations are commenced upon the
land coverad thereby or some portion of such land 1s included within a partici-
pating area. .

16. CONSERVATION., Operations hereunder and production of unitized
8 ubstances shall be conducted to provide for the most economical and efficient
recovery of said substances without waste, as defined by or pursuant to State or
Federal law or regulation. ‘

17, DRAINAGE, The Unit Operator shall take appropriate and adequate
measures tc _vevent drainage of unitized substances from unitized land by wells
on land not subject to this agreement, or, with prior consent of the Director and
the State Land Commissioner, pursuant to applicable regulations pay a fair and
reasonable compensatory royalty as determined by the Supervisor for Federal
lands or as approved by the State Land Commissioner for New Mexico State lands.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED, The terms, conditicns
and provisions of all leases, subleases and other contracts relating to expior-
ation, drilling, development or operations for oll or gas on lands committed to
thie agreement are hereby expressiy modified and amended to the extent necessary to
make the same conform to the provisions hereof, but otherwise to remain in £full
force and'effect; and the parties hereto hereby consent that the Secretary as to

Federal leases and the State Land Commissioner as to State leases shall and each
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by his approval hereof, or by the approval hereof by his duly avthorized repre-

sentative, does hereby establish, alter, change or revoke the drilling, preducing,

’ ‘s . 2
rental, minimum royalty and royalty recuirements of Federal and 5State leases

e

committed hereto and the regulations in respect theveto to cobnfovm s»id requireuernts
to thne provisions of this agreement and, without limiting the generality of the
foregoing, il leases, ecubleases, znd contracis are particularly modified in
accordance with the following:

ect to inis

i

ub

W

;oL H
{ e oy a0

(n; The dovelopmert and opevelisn of lands precwent

L

under the torwms heseof shall be deemed faull performance of all chiigerions for
development and speration with respect to each and every part or separately owned
tract subject to this agreement, regardless of whether there is any development of
any particuiar pare oo tract of the unit gsrea, notwithstanding anything to the con-
trery in any lesase, operating agreement or cother contract by and between the parties
hereto, or their raspective predecessors in Interest, or any of them.

{b) Drilliag and producing operations performed hereunder upon any tract
of unitized lands will be accepted and deemad to be performed upon and for the
venefit of each and every tract of unitized land, and no lease shall be deemed to

of failure to driii or produce wells situated on the land therein

expire by raason d

’

embraced.

(c) Suspensicn of drilling or producing operations on all unitized lands
pursuant to direction or consent of the Secretary and the State Land Commissioner
or their duly authorized representative, shall be deemed to comstitute such
suspension pursuant to such direction or counsent as to each and every tract of
unitized land. .

(d) Each lease, sublease or contract relating to the exploration, drill-
ing, development or operation for oil or gas of lands, other than those of the
United States and State of New Mexico, committed to this agreement, which, by its
terms might expire prior to the termination of this agreement, is hereby extended
beyond any such term so provided therein so that it shall be continued in full
force and effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or any re-
newal thereof or any part of such lease which is made subject to this agreement
shall continue in force beyond the term provided therein until the termination

-
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hereof. Any other Federal lease committed hereto shall continue in force beyond
the term so provided therein or by law as to the land committed so long &as such
lease remains subject heteto, provided that production is had in paying quantities
under this unit agreement prior to the expiration date of the term of such lease,

actual Jdrilliag operstions ave commenced on unitized land, in

or in the ove

S

reement, prior to the end of the primary

accordance with the provisions of this a

0

vresecuted at that time, such lease

shiell be extended fovr mwo vears erd 50 Long thereafter as oil or gas is produced
in pay .ng guantiiies in accordance with the provisions of the Mineral Leasing

ACtC Revigicr ~f ayul.
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e the operation and development
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of unitiz=d substances from lands

£ the United States commicted to this agree-

[&]

ment, which by its terms would expire prior to the time 2t which rhe underlying
leas2,; as e¢xzendad by the immediately preceding paragraph, will expire, is hereby
extendsd bDeyond avv such term so provided therein so that it shall be continuéd in
full force and effect for and during the term of the underlying lease zs such term

R . e
FoRRSENUGOG .,

s of zhe State of New Mexico which is made

N o

L=
1 L4nc

p

13 Any lease embracis
subjsct o Jois agcsewent, shall continue in force beyond the term provided
therein as to the lands committed hereto until the termination hereof.

(h) The segregation of anv Federzl lease committed to this agreement is

the

IS

governed Ly the following provision in the fourth paragraph of Sec. 17 (j) of

by

Mineral Leasing 4&ot, as amended by the Act of September 2, 1960, (74 Stat. 781-784):

"auy (Federal) lease heretofore or uereafter committed to amy such (unit) plan
embracing 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 land committed
and the lands not commitied as of the eifeciive date of unitization: Provided,
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 sc¢ long thereafter as oll or gas is produced in paying

quanticies."
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(i) Any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto, shall be segregated as to the portion
cormitted and the portion not committed, and the provisions 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 agree-

ment £o the conirary, ary lease emdbrscing iande of the State of New Mexico having

only a porition of itz

aeffect beyond the term provided cherein as to all lands embraced in such lease,
Ls disuovered wnd fg Tapadle of being produced in paying quantities
from sua@e pact o Tag lands embraced in such iease at the expiration of the

davy tesm o7 sule leass r i, at fhe sypiration of the secondary term, the

36 then engaged in bong fide drilling or reworking

vt of the lands smbraced in such lease, the same, as to all

operations i
lands embraced therein, shall remain in full force and efrfect so iong &5 such
operations wre baing diligently prosecuted, and if they result in the production
of oil or gas, sai. lease shall continue in full force and effect as to all the
lands embraced cherein, 3o long thereafter as oil or gas in paying quantities is
being mroducsd {vww any pertion of said lands.

The covenants herein shall be construed to

.

be coven.as. s sanning with the land with respect to the interest of the parties

hereto and their successors in iunterest until this agreement terminates, and any
fer or conveyance cf interest in land or leases subject hereto shall

grant, transiex

be and hereby ig curnditioned upon the assumption of all privileges and obligations
hereunder by the graniee, transferee or other successor in interest. No assign-
ment or transfer of any werking interest, royalty or other interest subject hereto
shall be binding upen Unit Operator until the first day of the calendar month

after Unit Operator is furnished with the original, photostatic or certified copy
of the instrument of transfer,

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon
approval by the Director and the State Land Commissioner or their duly authorized
representatives as of the date of approval by the Director and shall terminate five
(5) years from said effective date unless:

(a) such date of expiration is extended by the Director and the State

Land Commissioner, or

{s) it is reasonably determined prior to the expiration of the fixed



term or any extension thercof that the unitized land Is incapable of production
of unitized substances in paying quantities in the formations tested hereunder
and after notice of intention to terminate the ayrecment on such ground is given
by the Unit Operator to all parties in interest at their last known addresscs,
the agreement i{s terminated with the approval of the Director and State Land
Commissioner, or

{¢) a valuable discovery of unitized substances has been made or accepted
on unitized land during said initial term or any extension thereef, in which
event the agreement shall remain in affect for such term and so long as unitized
subsgances can be produced in quantitles sufficilent to pay for the cost of
producing same from wells on unitized land within any participating area established
hereunder and, should production cease, so long thereafter as diligent operations
ave in progress for the restoration of production or discovery of new prbduction
and so long thereafter as the unitized substances sc discovered can be produced
as aforesaid, or

(d) it iz terminated as heretofore provided in this agreement. This
agreement may be terminated at any time by not less than 75 per centum, on an
acresge basis, of the owners of working interests signatory hereto, with the
approval of the Director and State Land Commissioner; notice of any such approval

to be given by the Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION, The Director is
hereby vested with authority to alter or modify from time to time in his discre-
tion the quantity and rate of production under this agreement when such quantity
and rate is not fixed pursuant to Federal or State law or does not conform to
any state-wide voluntary conservation or allocation program which is establishéd,
recognized and generally adhered to by the majority of operators in such State,
such authority being hereby limited to alteration or modification in the public
interest, the purpcse thereof and the public interest to be served thereby to be
stated in the order of alteration or modification., Without regard to the fore-
going, the Director is also hereby vested with authority to alter or modify from
time to time at his discretion the rate of prospecting and development and the

quantity and rate of production under this agreement when such alteration or

modification is in the interest of attaining the conservation objectives stated



in this agreement and 1s not in violation of any applicable Federal or State law;
provided furtheyr that no guch alteration or modificetion shall be effective ep co
any land of the State of New Mexico as to the rate of prospectiang and developing

in the absence cf the specific written approval thereof by the State Land Commige-
sioner aac &s to tha lande of ths Suavz of Hew Mexico or privately owned lands

ty and rate of production in the absance

subject To uhis spresmant sz o the

2 &
of specif ne State Commiszion.
Yowers in this section wvesced in the Director shall only be exerclged
after notice Zo Ynit Operstor and sssiriuvcicy for hearing to be held wot Is=sz thaa
e Unfe Oporster nor the working

B L aTar Sa vk d Faaid e N PRSTSTINE T O T 02 ~
i, LONFLICT OF SIPRERVIANGN, nagfther

he subioet tw zay fovfeliture, termination

interest osnerw nov any of thew sb
or expiraticn of any rights hersunder or undec any lcaszz or contracts sudjece

hereto, or to auny penalty or ilabiliity om account of deiay or fsiiuve in whale

or ia part o conply with any applicable provision thereof to the extent that the

unie QOpevatovr, working Interest vwners or any of them are hindered, delayad av
pravenied from complying vherewith by vesason of failure of the Unit Operater o
obtaln in the ewxcrclee of due diligence, (he concurrence of proper representatives
of the United Staves and propsy veprvssenterives of the Stote of New Mexico im snd

asout ans wuiters or thing conceraing which 1t {s required herein that such .

concurrease be obtained. The parties hercto, inciuvding the State Commission,

agree that all powers and autnority vested in the State Commission in and by any

provisions of this agreement are vested in the State Coamission and shall be
exercised by it pursuant to the wrovisives of the laws of the State of New Mexico

and subjecs inm any case to appes)t o jwilclal review az ray now or hereafter be

provided by the laws of the State of Now Mexiczo

23, APPEARANCES, Umnit Operator shall, after nctice toe cther parvies

-

ffected, have the vight to axpear for and on behalf of any and all {unteresus

affected hereby before the Deparsiment of lucerisy, the Commissioner of Pudllc Lands
of the State of New Mexico and the New Mewlco ¢il Conservation Comsission and teo

appeal from orders issued under the reguiations of said Depsrtment, the State

Land Commissioner or Stsate Commission or to epply for relief from any of sald

regulations or in any proceedings relative to operations before the Department of

the Interior, the State Land Comalssioner or State Commission or any othaer legally

constituted authority; provided, however, that any other interested party shail

s.oo nave the right at his own expense to be heard in any such proceeding,



24, NOTICES. All notices, demands or statements requircd nercunder
to be given or rendered to the parties hereto shall be deemed fully given if glven
in writing and persgonally delivered to the party or sent by postpaid registered
mail or certified waill, addressed to such party or parties at their respective
&ddresaes s2t fortn in connection with the signatures hereto or the ratification
o5 comsent hereof or to such other address &s any such party may have furnished
O Wriiing o &he pavey vending the notice, demand or statement.

23,  HC WAIVER OF CERTAIN RKiGHIS. Wothing in this agreement contained
sn&il Le tenstrued a8 & waiver by any party hereto of the right to assert any
legal or constituiicnal right or defense 5s te the validity or iavalidity of

any iav of the state wherein said unitized isnds are located, or of the United

States, or regulstions issued thereunder in any way affeecting such party, or as

a

& waiver Sy any suoh pariy of anybright bayond his or its authoricy to waive,

26, UNAVOIDABLE DELAY. All obligations under this agreement requiring
the Unit Jperagror Lo commence ariconcinue drilling or to operate on or produce
uvnitized subétancea 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 zi:vr and diligence i{s prevented from complying with such obligations, in whole
or iu pavk, by'Strikes, &cts of God, Federal, State or Municipal law or agencies,
unaveidable acecidents, uncontrcllable delays in transportation, inability to ob- ’
taln necessary materials In open market, or other matters beyond the reasonable
control of the Unit Operator whether similar to matters herein enumerated or not,

27, MNONDISCRIMINATION. In connection with the performance of work under
this agreement, the operator agrees to comply with all of the provisions of
Section 361 (1) te (7) inclusive, of Executive Order 10925 (28 F,R. 6485), which
are hereby incorporated by reference in this agreement.

28. LOSS COF TITLE, 1In'the event title to any tract of unitized land
.ahall fail and the true owner cannot be induced to join in this unit agreement,
such tract shall be automatically regarded as not committed hereto and there shall
be such readjustment of future costs and benefita as may be required on account
of the loss of such title, 1In the eveat of a dispute as to title as to any'-
royalty, working interest or other interests subject thereto, payment or

delivery on account thereof may be withheld without liability for interest until

the dispute is finally settled; provided, that, as to Federal and State land or



g, e payments of Lunds Jue the United States or the State of wow Hexico

4]

icas
shoulicd -2 withheld, but such funds of the United States shall be deposited as

1
Ul

b
et

directed by the Supervisor, and such funds of the State of MNew Mexico shal

deposited as directed by the State Land Commissioner, to be held as uncarned

A

money pending final settéement of the title dispute, and then applicd asn earned

B T G | LN P £ ag s om - § Sy .
oy oreout ozt L gogordansce with such fiaal sertloment,

v is veliaveo from any responsibility for any defect

PR IZ the owner of any substantial
2l @4 38 % refuses te gsubseribe or consent

of the wouling ‘ntarest {n that traet may withdraw

oy

st DTae et o T s PR
oot dven ohLe agrsomaat by wrlitan netice to the Director, the State Land

s prior to the spproval of this spreement by

the Director. Any oii or gas Iinterests in lands witina tie unil ares nol

coteritiel hmerets prior to submission of this agreement for final approval may
veafter be cormitted hereto by the owner or owners thereof subscribiung or

LT CEI Ve oe

consenting co this agreement, aud, If the interest is & working Interest, by

the ~he uvnit operating aprecment,
Sitar : right of subsequent joinder, as
srowvices U terest owner is subject to such requirements

:f any, perctaining to such Zoinder, as may be provided for in the
final approval hereof, joinder by a nou-working

co in writing by the working interest owner

commitited hereio and fesponsible for the paywent of any benefits that may seccrue
hereunder i behalf of such non-working {anterest, Joinder by any owmer of a non-
working interest, at auny time, wust be accompanied by appropriate joinder by the
ovner of the corresponding working imterest In order for the interest to be regarded
hereto., Joinder to the unli agreement by & working interest owner,

at any time, must be accomparnied by appropriate joinder to the unit operating

s

agreement, if more than one committed working interest owner is {involved, in order

or the interest to be regarded as committed to this unit agreement. Except as

L)

may otherwise herein be provided, subsequent joinders to this agreement shall
ive as of the first day of the month following the filing with the Supervisor,

Land Commissioner and the State Commission of duly executed counterparts
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SCHEDULE

X HERT B!~

meZHZQ OWNERSHIP OF ALL LANDS WITHIN

THE CHINA CANYON UNIT AREA

EDDY COUNTY, NEW MEXICO

- o T Lease Serial Basic
Tract Number No. & Expi- Royalty & ILessee of Record Overriding Royalty Working Interest
_No._ Description of Acres ration Date  Percentage and Percentage and Percentage and Percentage
FEDERAL ACREAGE
1. T-23-8, R-23-E 640.00 NM-03814-A USA Shell 0il Company 1/h Peggy P. Jennings, et vir, Shell 0il Company 1/k
Sec. 2L: All HBP HMW& Humble 0il & Re- Howard W. Jennings 3% Humble Oil & Refining
fining Company 3/4 U. S. Smelting Refining & Company 3/h
Mining Co. 1/k of 2%
2. T-23-S, R-24-E 1740.07 Npl-03815~A USA Shell 0il Company 1/b Peggy P. Jennings, et vir, Shell 0il Company 1/4
Sec. 19: All 2.28-65 1244 Humble 0il & Re- Howard W. Jennings 3% Humble Oil & Refining
Sec. 30: All fining Company  3/4 U. S. Smelting Refining & Company 3/4
Sec. 18: Lots 1, 2, Mining Co. 1/4 of 2%
HM w ’ m...
3. T-23-8, R-24-E 760.00 NM=-C3817-B USA Shell 0il Company 1/2 Peggy P. Jennings, et vir, Shell 0il Company 1/2
Sec. 21: mwm zzm 3-31-66 123% Redfern Develcpment Howard W. Jennings 3% Redfern Development
Sec. 28: +, zm NEL, Corporation 1/2 U. S. Smelting Refining & Corporation 1/2
mmn NE§ Mining Co. 1/4 of 2%
L. T-23-5, R-23-E 280.00 MM-0%15k USA Shell Oil Company 1/k Willie G. Hodges 3% Shell 0il Company 1/
Sec. 25: < zw SEL, 2.28-65 125% Humble 0il & Re- U. S. Smelting Refining & Humble Oil & Refining
SWi: SEir fining Company 3/ Mining Co. 1/k of 2% Company 3/4
5. T-23-5, R-23-E Lg.00 M- COL54-A US4 Shell Oil Company All Willie G. Hodges 3% Shell 0il Company All
Soc. 251 SEx SEL 2-28-65 123% Lawrence C. Harris 2%
€. T-23-3, R-24-E 160.00 WMi-030152 USA Sun 0il Company All Irwin Rubenstein, et ux, Sun 0il Company All
Sec. 33: WM& 11-1-67 123% Barbara Rubenstein 15% of 3%

Thomas Connell, et ux,
Emily K. Connell 85% of 3%



10.

11.

12.

13.

1b.

15.
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Sec.mITy AIT

Sec. 20: All
T-23-5, R-24-E
Sec. 21: NEi

T-23-S, R-2U-E
Sec. 33: SWir

T-23-3, R-2L-E
Sec. 33: E3z

T-23-S, R-24-E
Sec. 29: w“ zw NEE,
55 SEy

7-23-8, R-24-E
Sec. 28: S3

T-23-S, R-2L-E
Sec. 28: NEn NEL

T-23-8, R-24-E
Sec. 31: ILots 1, 2, EL
i, NEj

T7-23-5, R-24-E
Sec. 18: Lots 3, 4
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40.00

311.28
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DE=UG O s

3-31-66

O

M-0637h45
7-31-67

NM-0387737
6-1-73

NM-0387737-A
6-1-73

MM-0487566-A
12-31-73

NM-0537381
4-30-Th

NM~0553773
6-1-Th

MM-0553775
5=31~Th

M-0555056
11-1-69

TTOUA
Uty

123%

US4

al
1231

USA
124%

USA

125%

Usa
123%

USA
1249

USA

1244

UBA

Al
H“N

USA

123%
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Ohell 0il Company .J_.\m
Redfern Development

Corporation 1/2

Shell 0il Company 1/h
Humble 0il & Refining
Company 3/4

Amax Petroleum Cor-

poration All

Shell 0il Company A1l

Shell 0il Company 1/2
Redfern Development

Corporation 1/2
Shell 0il Company All
Shell 0il Company All
Shell 0il Company ALl
Shell 0il Company All

Peggy P. Jemnings, et vir,

Howard W. Jenning 3%

U. S. Smelting Refining &
Mining Co. 1/b of 2%

Howard W. Jennings, et ux,
Peggy P. Jennings - Produc-
tion payment of $600 per

acre out of 3%
U. S. Smelting Refining &
Mining Co. 1/4 of 2%

None

Amax Petroleum Corporation 5%

David W. Fagerness, et w,
Joan E. Fagerness 5%

John M. Wolski,et ux,Dorothy

I. Wolski 3%
Charles G. Taylor, et ux,
Gwen P. Taylor 2%

Daniel L. Simmons, et ux,
Jane D. Simmons 5%

Philadelphia 0il Company
of California

Patricia Waldron, et vir,
Gerald B. Waldron

None

15 Tracts, Fsderal Lands, 6,010.79 Acres, 89.L9% of the Unit Area

Shell 0il Company

Redfern Development
Corporation

Shell 0il Company
Humble 0il & Refining

Company

Amax Petroleum
Corporation

Shell 0il Company

Shell 0Oil Company
Redfern Development
Corporation

Shell 0il Company

Shell 0il Company

Shell 0Oil Company

Shell 0il Company

1/2

1/2

1/h
3/4

A1l

A1l

1/2
1/2

All

A1l

A

A1l
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T-23-3, R-2L-E

Sec. 32: All

T-23-5, R~2L-F
Sec., 29:

55 Zumu.mwu

~ STATE OF NEW MEXICO LANDS

640 .00 K-399G State Shell 0il Company All
3-16-Th 125%

None

State of New Mexico Lauds, 640.00 Acres, 8.41% of the Unit Area

PATENTED (FEE) LANDS

160.00 Lease 1 Huzh M. Kincaid, et ux, Nancy
N SE: 5-31-65 L. Kincaid 6.25%
raham Peveler, et ux, Zella
Peveler 6.25%

1 Tract of Fee Land, 160.00 Acres, 2.10% of the Unit Ares

Gulf 0il Corporation All

Shell Cil Company

None

Gulf 0il
Corporation

All

All
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-~ CERTIFICATION=-DETERMINATION

14-08-0001 8658

Pursuant to the authority vested in the Secretary of

S, SEoLce e

Interior, under the act approved Februvary 25, 1920, 41 Stat. 437, as |
amended, 30 U, S. C. secs., 181, et seq., and delegated to the ff
Director of the Geological Survey pursuant io Departmental Order :
No. 2365 of October 8, 1947, I do hereby:l

A. Approved the attached agreement for the development and

'

operation of the China Canyon Unit Areé,

State of New Mexico .

\

B. Certify and determine that the unit plan of development
and operation contemplated in the attachgd agreement 18 necessary and f
advisable in the public interest for the purpose of more properly
conserving the natural resources,

C. Certify and determine that the drilling; producing,
rental, minimum royalty, and royalty requirements of all Federal
leases committed to said agreement are hereby established, altered,
changed, or revoked to conform with the terms and conditions of this

agreement,

Dated FEB 15 1985

AL Ay,

ACTINGDirector, United States Geological Survey)|




UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
CHINA CANYON UNIT AREA
EDDY COUNTY, NEW MEXICO
NO.

THIS AGREEMENT, entered into as of the 29th day of September, 19564, by
and between the parties subscribing, ratifying, or consenting hereto, and herein
referred to as the “parties hereto",

WITNESSETH:

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

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437,
as amended, 30 U, S. C. Secs. 181 et seq., authorizes Federal lessees and their
representatives to unite with each other, or jointly or separately with others,
in collectively adopting and operating a cooperative or unit plan of development
or operation of any oil or gas pool, field, or like area, or any part thereof
for the purpose of more properly conserving the natural resources thereof whenever
determined and certified by the Secretary of the Interior to be necessary or
advisable in the public interest; and,

WHEREAS, the Commissioner of Public Lands of the State of New Mexico iis
authorized by an Act of the Legislature (Sec. 7-11-39 N.M. Statutes 1953 Annotdted)
to consent to or approve this agreement on behalf of the State of New Mexico,
insofar as it covers and includes lands and mineral interests of the State of
New Mexico; and,

- WHEREAS, the Oil Conservation Commission of the State of New Mexico is

authorized by an Act of the Legislature (Article 3, Chapter 65, Volume 9, Part i2,
1953 Statutes) to approve this agreement and the conservation provisions hereoﬂ;

and,

WHEREAS, the parties hereté hold sufficient interests in the China
Canyon Unit Area covering the land hereinafter described to give reasonably efflec-
tive control of operations therein; and,

WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure other benefits obtainable through develop-

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



conditions and limitations herein set forth;

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

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of
February 25, 1920, as amended, supra, and all valid pertinent regulations,
including operating and unit plan regulations, heretofore issued thereunder or
valid, pertinent, and reasonable regulations hereafter issued thereunder are
accepted and made a part of this agreement as to Federal lands, provided such
regulations are not inconsistent with the terms of this agreement; and as to
State of New Mexico and privately owned lands, the o0il and gas operating regulg-
tions In effect as of the effective date hereof governing drilling and producirg
operations, not inconsistent with the terms hereof or the laws of the State of
New Mexico are hereby accepted and made a part of this agreement.

2. UNIT AREA. The area specified on the map attached hereto marked .
Exhibit “A" is hereby designated and recognized as constituting the unit area,
containing 7,610.77 acres, more or less.

Exhibit “A" shows, in addition to the boundary of the unit area, the
boundaries and identity of tracts and leases in said area to the extent krown to
the Unit Operator. Exhibit "B" attached hereto is a schedule showing to the
extent known to the Unit Operator the acreage, percentage, and kind of ownership
of oil and gas interests in all land in the unit area. However, nothing herein
or in said schedule or map shall be construed as a representation by any party:
hereto as to the ownership of any interest other than such interest or interests
as are shown in said map or schedule as owned by such party. Exhibits "A"™ and:
"B'" shall be revised by the Unit Operator whenever changes in the unit area
render such revision nccessary, or when requested by the 0il and Gas Supervisoq,
hereinafter referred to a; “"Supervisor", or when requested by the Commissioner
of Public Lands of the State of New Mexico, hereinafter referred to as "State
Land Commissioner"™, and not less than seven copies of the revised exhibits
shall be filed with the Supervisor, and two (2) copies thereof shall be filed
with the State Land Commissioner and one (1) copy with the New Mexico 0il

Conservation Commission, hereinafter referred to as "State Commission".
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The above-described unit area shall when practicable be expanded to in-
clude therein any additional tract-or tracts regavded as reasonably necesgary
or advisable for the purposes of this agreement, or shall be contracted tb ex-
clude lands not within any participating area whenever such expansion or con-
traction 1s necesssry or advisable to conform with the pufposes of this apree-
ment, Such expansion or contraction shall be effected in the following manner:

(a) Unit Operator, on its own motion, or on demand of the Director of
the Geological Survey, hereinafter referred to as “"Director,” or on demadd of
the State Land Commissioner, after preliminary concurrence by the Directdr,
shall prepare a notice of proposed expansion or contraction describing the con-
templated changes in the boundaries of the unit area, the reasons therefér, and
the proposed effective date thereof, preferably the first day of a month subse~
quent to the date of notice,

{b) Said notice shall be delivered to the Supervisor, the State Land
Commissioner and the State Commission and copies thereof mailed to the last
known address of each working interest owner, lessee, and lessor whose
interests are affected, advising that 30 days will be allowed for submisgion to
the Unit Operator of any objections.

(c) Upon expiration of the 30-day period provided in the preceding item
(b) hereof, Unit Operator shall file with the Supervisor, the State Lanq Com= '
miseioner and the State Commission evidence of mailing of the notice of
expansion or contraction and a copy of any objections thereto which have been
filed with the Unit Operator, together with an application in sufficient number,
for approval of such expansion or contraction and with appropriate joinders.

(d) After due consideration of all pertinent informstion, the expansion
or contraction shall, upon approval by the Director, the State Land Com@issioner
and the State Commission, become effective as of the date ﬁrescribed inéthe
noticé thereof,

(e) All legal subdivisions of unitized lands (i.e., 40 acres b@ Govern~
ment survey or its nearest lot or tract equivalent in instances of irrégular
surveys, however, unusually large lots or tracts shall be considered in wul~
tiples of 40 acrés,‘or the nearest aliquot equivalent thereof, for the purpose of
elimination under this subsection), no parts of which are entitled to Qe in a

_ participating area within five years after the first day of the month following
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the eifective date of the first initial participating aica established under this
unit agreement, shall be elimin;ted automatically from this agrecement, effective
as of the first day thereafter, and such lands shall no longer be a part of tﬁe
unit area and shall no longer be subject to this agreement, unless at the explra=~
tion of said five-year period diligent drilling operations are in progress on:
unitized lands not entitled to participation, in which event all such lands shall
remain subject hereto for so long as such drilling operations are continued
diligently, with not more than 90 days time elapsing between the completion ok
one such well and the comnencement of the mext such well, except that the time
allowed between such wells shall not expire earlier than 30 days after the exﬁﬂra-
tlon of any period of time during vhich drilling operations are prevented by @
matter beyond the reasonable controi of unit operator as set forth in the seqtion
hereof entitled "Unavoidable Delay;" provided that all legal subdivisions of%landa
not in a participating area and not entitied to become participating under tﬁe
applicable provisions of this agrecement within ten years after said first daj of
the month following the effective date of said first initial participating area
shall be eliminated as above specified. Determination of creditable "Unavoidable
Deiay" time shall be made by Unit Operator and subject to approvai of the Digeutor
and ché State Land Commissioner, The Unit Operator shall, within 90 days aﬁﬁer,’
the effective date of any elimination hereunder, describe the area so elimingteé
to the satisfaction of the.Director and the Commissioner and promptly notify :all
parties in interest,

1f conditions warrant extension of the ten-year period specified in ghis
sub-section 2 {2), a single extension of not to exceed two years may be accom-
plished by consent of the owners of 90 per cent of the current unitized working
interests and 60 per cent of the current unitized basic royslty interests {e#clu-
sive of the basic royalty interests of the United States), on a total nonpar¢1c1~
pating-acreage basis, respectively, with approval of the Director, and the Si&te
Land Cormmissioner provided such extension application is submitted to the
Director and to the State Land Commissioner not later than 60 days prior to the
expiration of saild ten-year period.

Any expansion of the unit area pursuant to this section which embraces
' lands thereto fore eliminated pursuant to this sub-section 2 (e) shall not be con-

sidered automatic commitment or recommitment of such lands,
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3. UNITIZED IAND AND UNITIZED SUBSTANCES. All lerd commitied tu this
agreement shall constitute land referred tc herein as "unitized land" or "laaz
subject to this agreement." All 0il and gas in any and all formations of the
unitized land are unitized‘under the terms of this agreement and herein ardg
called "unitized substances.”

4. UNIT OPERATOR. Shell Oil Company with offices at Midland, Texas, is
hereby designated as Unit Operator and by signature hereto as Unit Operator commits
to this agreement all interests in unitized substances vested in them and sgrees
and consents to accept the duties and obligations of Unit Operator for disdovery,
development and productlion of unitized substances as herein provided. Whenever
reference is made herein to the Unit Operator, such reference means the Unit
Operator acting in that capacity and not as an owner of interest in unitizdd sub-
stances, and the term "working interest owner" when used herein shall include or
refer to Unit Operatorkas the owner of a working interest when such an interest
is owned by him.

5. RESIGNATION OR REMOVAL OF UNIT OFERATOR. Unit Operatcr 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 s as
to release Unit Operator from the duties and obligations of Unit Operator ard
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 all working
interest owners and the Director, the State Land Commissioner and State Com-
mission and until all wells then drilled hereunder are placed in a satisfagtory
condition for suspension or abandonment whichever 1s requird by the Supervisor
as to Federal lends and by the State Commission as to Stete and privately pwned
lands unless & new Unit Operator shall have been selected and approved and
shall have taken over and assumed the duties and obligations of Unit Operstor
prior to the expiration of said period.

Unit Operator shall have the right to resign ir like manner and subject
to like limitétions, as above provided, at any time a participation area eistab-
lished hereunder is in existence, but, in all instances of resignation or removal,
until a successor Unit Operator is selected and approved as hereinafter pﬁovided,
the working interest owners shall be jointly responsible for performance df the
duties of Unit Operator, and shall not later than 30 days before such resijgnation

or removal becomes effective appoint a common agent to represent them in any

action to be taken hereunder.
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The resignation ol Unit Qperator shall not release Unit Operator from
any liability for any default by it hereunder occurring prior to the effective date
of its resignation,.

The Unit Operator may, upon default or failure in the performance of iéa
duties or obligations hereunder, be subject to removal by the same percentage
vote of the owners of working interests determined in like manner as herein
provided for the selection of 3 new Unit Operator. Such removal shall be effeé-
tive upon ﬁotice thereof to the Director and the State Land Commissioner.

The ;esignation or removal of Unit Operator under this agreement shall
not terminate its right, title, or interest as the owner of & working interest ior
other interest in unitized substances, but upon the resignation or removal of dnit
Operator becoming effective, such Unit Operator shall deliver possession of alﬂ
equipment, materials, and appurtenances used in conducting the unit operations
and owned by the working interest owners to the new duly qualified successor ‘
Unit Operator or to the owners thereof if no such new Unit Operator is eiected;
to be used for the purpose of conducting unit operations hereunder. WNothing
hereia shall be construed as authorizing removal of any material, equipment
and appurtenances needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender
his or its resignation as Unit Operator, or shall 5e removed as hereinabove
provided, or a change of unit operator is negotiated by working interest owmers,
the owmers of the working interests in the participating area or areas
according to their respective acreage interests in such participating area or
areas, or until a participating area shall have been established, the owners of
the working interests according to their respective acreage interests in alll
unitized land, shall by majority vote select a successor Unit Operator; provided
that, if a majority but less than 55 per cent of the working interests qualified to
vote are owned by one party to this agreement, a concurring vote of one or more
additional working interest owners shall be required to select a new operator,
Such selection shall not become effective until:

(a) a Unit Operator so selected shall accept in writing the duties and

responsibilities of Unit Operator, and

(b) the selection shall have been filed with the Supervisor and approved



by the State Land Commissioner. If no successor Unit Operator is selected and
qualified as herein provided, the Dircctor and State Land Commissioner at thefr -
election may declare this Unit Agreement terminzted, '

7. ACCOUNTING PROVISIONS AND .UNIT OPERATING ACREEMENT. If the Unit
Operator is not}the sole owner of working intereats, costs and expensea lacurred
by Unit Operator in conducting unit operations hereunder shall be paid and
appedtioned among and borne by the awners of working interests, all in
" accordance with the agreement or agreements entered into by and between the
Unit Operator and the owners of working interests, whether one or more, separately
or collectively. Any agreement or agreements entered into between the working
interest owners and the Unit Cperator as provided in this section, whether oné
or more, are herein referred to as the "dnit Sperating Jgreement.” Such unit
operating‘agreement shall also provide the manmner in which the working interest
owners shall be entitled to receive their respective proportionate and alloca?ed
share of the benefits accruing hereto in conformity with their underlying
operating agreements, leases, or other independent contracts, and such other
rights and obligations as between Unit Operator and the working interest owneta
as may be agreed upon by Unit Operator and the working interest owners; however,
no such unit operating Qgreement shall be deecmed either to modify any of the
terms and conditions of this unit agreement or to relieve the Unit Operator of
any right or obligation established under this unit agreement, and in case of
any inconsistency or conflict between the unit agreement and the unit operatiﬁg
agreement, this unit agreement shall prevail. Three (3) true copies of any uhit
operating agreement executed pursuant to this section should be filed with the
Supervisor and one (1) true copy with the State Land Commissioner, prior to
approval of this unit agreement by the Director.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwisz
specifically provided herein, the exclusive right, privilege, and duty of exer-
cising any and all rights of the parties hereto which are necessary or convenﬁent
for prospecting for, producing, storing, allocating, and distributing the uni%ized
gsubstances are hereby délegated'to and shall be exercised by the Unit Operatok as
Kherein provided. Acceptable evidence of title to said rights shall be deposifed

with said Unit Operator and, together with this agréement, shall constitute and



define the rights, privileges, and obligations of Unit Operator. Nothing herein,
however, shall be construed to transfer title to any land or to any lease or
operating agreement, it being understood that under this agreement the Unit
Operator, in its capacity as Unit Operator, shall exercise the rights of posses-
sion and use vested in 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 drill an adequate test well at a location
approved by the Supervisor if on Federal land or by the State Land Commissioner
if on State land, or by the State Commission if on privately owned land, unless:
on such effective date a well is being drilled comformably with the terms hereoif,
and thereafter continue such drilling diligently until the Siluro-Devonian forma-
tion has been tested or until at a lesser depth unitized substances shall be
discovered which can be produced in paying quantities (to-wit: quantities suffir
cient to repay the costs of drilling and producing operations, with a reasonable
profit) or the Unit Operator shall at any time establish to the satisfaction of the
Supervisor if on Federal land, or the State Land Commissioner if on State land, or
of the State Commission if on privately owned land, that further drilling of said
well would be unwarranted or impracticable; provided however, that Unit Operator
shall not in any event be required to drill said well to a depth in excess of 11,300
feet. Until the discovery of a deposit of unitized substances capable of being
produced in paying quantities, the Unit Operator shall 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, until a well capable of producing
unitized substances in paying quantities is completed to the satisfaction of said
Supervisor if it be on Federal land or of the State Land Commissioner if on State
land or the State Commission if on privately owned land or until it is reasonabiy
proved that the unitized laud is incapable of producing unitized substances in
paying quantities in the formations drilled hereunder. Nothing in this section:
shall be deemed to limit the right of the Unit Operator to resign as provided ip
Section 5 hereof, or as requiring Unit Operator to commence or continue any
drilling during the period pending such resignation becoming effective in order:

to comply with the requirements of this section. The Director and State Land



Commissioner may modify the drilling requirements of this section by gramtiang
‘reasonable extensions of time when, in their opinion, such action is warian:ed,

Upon failure to comply with the drilling provisions of this section, the
Director and State Land Conmissioner may, alter reasonable notice to the%Unic
Operaior, and each working interest owner, lessee, and lessor at tuelr iést
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 unitized substances in paying quantitiea,
the Unit Operator shall gubmlt for the approval of the Supervisor and thd State
Land Commissioner an acceptablie plan of development and operation for thé unitized
land which, when approved by the Supervisor and the State Land Commissioﬁer, shall
constitute the further drilling and operating cbligations of the Unit Operator
under thig.agreement for the period specified therein. Thereafter, frométime
to time before the expiration of any existing plan, the Unit Operator shall
submit for the approval of the Supervisor and the State Land Commissioneﬁ a plan
for an additiénal specified period for the development and operation of the
unitized land. Any plan submitted pursuant to this gection shall providel for the
exploration of the unitized area and forrthe diligent drilling neceasary for
determination of the area or areas thereof capable of producing unitized pubstances
in paying quantities in each and every productive formstion and shall be gs
complete and adequate as the Supervisor and the State Land Commissioner m?y
determine to be necessary for timely development and proper conservation pf the
oil and gas resources of the unitized area and shall:

(a) specify the number and location of any wells to be drilled apcd the
proposed order and time for such drilling; and,

(b) to the extent practicable specify the operating practices regarded as
necessary and advisable for the proper conscrvation of natural resources. Sepa-
rate plané may be submitted for separate preductive zones, subject to the:
approval of the Supervisor and the State Land Cormissioner, Said plan or plans
shall be modified or supplemented when necessary to meet changed conditioms,
or to protect the interests of all partles to this agreement. Reasonableédiligence
shall be exercised in complyiﬁngith the obligations of the approved plan; of develop-

ment. The Supervigsor and State Land Commissioner are authorized to grant &



recasonable extension of the six-month period herain prescribed for submission

of an (nitial plan of development where such action ig juséif{ed becausae of

unusval conditions or circumstances. After completion hereunder of a well capable
of producing any unitized substance in paying quantities, no further wells, except
such as may be necessary to afford protection against operatious not under this
agreement or such as may be specifically approved by the Supervisor and the

State Land Commissioner shall be drilled except in accordance with a plan of
deVélopment approved as herein provided,

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable

of producing unitized substances in paying quantities, the Unit Operator shall
within the month of s;ch completion, i1f practicable, or as soon theveafter as
required by the Supervisor or the State LandVCommissioner submit for approval

by the Director and the State Land Commisasioner a schedule, based on sub-

divisions of the public land survey or aliquot parts thereof of all unitized

land then regarded as reascnably proved to be productive of unitized substances

in paying quantities; all lands in said schedule on approval of the Director

and the State Land Commissioner to constitute a participating area, effective

as of the date of completion of such well or the effective date of the uni:
agreement, whichever is later. The acreages of both Federal and non-Federal

lands shall be based upon appropriate computations from the courses and distances
shown on the last approved public land survey as of the effective date of the
initial participating area. Said schedule also shall set forth the percentage of
unitized substances to be allocated as herein provided to each unitized tract in
the participating area so established, and shall govern the allocation of production
from and after the date the participating area becomes effective, A separate parti-
cipating area shall be established in like manner for each separate pocl or deposit
of unitized substances or for any group thereof produced as a single pool or zone,
and any two or more participating areas so established may be combined into one
with the consent of the owners of all working interests in the lands within the
participating areas so to be combined, on approval of the Director snd the State
Land Commissioner. The participating area or areas so established shall be reviged
from time to time, subject ﬁo like approval, whenever such action appears proper

"as a result of further driiling operations or otherwise, to include additional

. land then regarded as reasonably proved to be productive in paﬁing quantities,

-10-



or to exclude land then rcgarded as reasonably proved not to be produccive in
paying quantities and the perceatage of allocation shall alse be reviged accor-
dingly. The effective date of any revision shall be the first of the month in
which 1s obtained the knowledge or information on which such revisicr Is predicated,
prbvided, however, that a mcre appropriate effective date may be used 1f justified
by the Unit Operator and approved by the Director and the State Land Conmissioner.
No land shall be excluded from a participating area on account of depietion of

the unitized substances.

It is the intent of this section that a participating area shall represent
the area known or reasonably estimated to be productive in paying quantities;
but, regardless of any revision of the participating area, nothing herein contained
shall be construed as requiring any retroactive adjustment for production obe
tained 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 Director and the State Land Commissioner as to the proper definition or
redefinition of a participating area, or until a participating area has, or areas
have, been established as provided herein, the portion of all payments affected
thereby may be impounded in a manner mutually acceptable to the ovwners of
working interests, except royalties due the United States and the State of New
Mexico, which shall be determined by the Supervisor for Federal lands and the
State Land Commissioner for>State lands and the State Commission as to
privately owned lands and the amount thereof deposited, as directed by the Super-
visor and the State Laﬁd Commissioner respectively, to be held as unearned
mbney unti1l a participating area is finally approved and then applied as earned
or returned in accordance with a determination of the sum due as Federal and
State royalty on the basls of such approved participating area.

Whenever it 1is determined, subject to the approval of the Supervisor, as
to wells drilled on Federal land and of the State Land Commissioner as to wells
drilléd on State land and the State Commission as to wells on privately owned
lands, that a well drilled under this agreement is not capable of production
in paying quantities and inclusion of the land on which it is situated in a
participating area is unwarranted, production from such well shall, for the purx-

poses of settlement among all parties other than working interest owners, be
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allocated to the land on which the well is located so iong as such land is not
within a participating area established for the pool or deposit Trom which such
production is obtained. Settlement for working interest benefits from such a well
shall be made as provided in the unit operating agreement.

12. ALLOCATION OF FRODUCTION. All unitized substances produced from
each participating area established under this agreement, except any part thereof
used in conformity with good operating practices within the unitized area for
drilling, operéting, camp and other production or development purposes, for
repressuring or recycling in accordance with a plan of development approved by
the Supervisor, and the State Land Commissioner, or unavoidebly lost, whall be
deemed to be produced equally on an acreage basis from the several tracts of
unitized land of the participating area established for such production and, for
the purpose of determining any benefits accruing under this agreement, each such
tract of unitized land shall have allocated to it such percentage of said produc-
tion as the number of acres of such tract included in said participating area bears
to the total acres of unitized land in said participating area, except that allo-
cation of production hereunder for purposes other than for settlement of the
royalty, overriding royalty, or payment cut of production obligations of the
respective working interest owners, shall be on the basis prescribed in the unit
operating agreement whether in conformity with the basis of allocation herein set
forth or otherwise. It is hereby agreed that production of unitized substances
from a participating area shall be allocated as provided herein regardless of
whether any wells are drilled on any particular part or tract of said partici-
pating area. If any gas produced from one participating area is used for repres-
suring or recycling purposes in another participating area, the first gas with-
drawn from such last-mentioned participating area for sale during the life of
this agreement shall be considered to be the gas so transferred until an amount
equal to that transferred shall be so produced for sale and such gas shall be
allocated to the participating area from which initially produced as constituted
at the time of such final production.

13. DEVELOPMENT OR OPERATION CF NON-PARTICIPATING LAND OR FORMATIONS.
Any party or parties hereto owning or controlling the working interests in any

unitized land having thereon a regular well location may with the approval of
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the Supervisor as to Federal land, the State Land Commissioner as to State Land,
and the State Commission as to privately owned land, and subjcct to the pro-
visions of the Unit Operating Agreement, at such party's or parties' sole risk,
Ecosts, and expense driil a well at such location on such land to test any forma-
tion for which a participating area has not been established or to test any forma-
tion for which a participating area has been established if such location is not
within said participating area, unless within 90-days of receipt of notice from
sald party of his intention to drill the well the Unit Operator elects and
commences to drill such a well in like manner as other wells are drilled by the
Unit Operator under this agreement.

If any well drilled as aforesaid by a working iInterest owner results in
production such that the land upon which it is situated may properly be included
in a participating area, such participating area shall be established or enlarged
as provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms of this agreement and the unit opera-
ting agreement.

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

14. ROYALTY SETTLEMENT. The United States and the State of New Mexico
and all royalty owners who, under existing contract, are entitled to take in
kind a share of the substances now unitized hereunder produced from any tract,
shall hereafter be entitled to the right to take in kind their share of the unitized
substances allocated to such tract, and Unit Opersator, or in case of the operatiom
of a well by a working interest owner as herein in special cases provided for,
such working interest owner, shall make deliveries of such royalty share taken
in conformity with the applicable contracts, laws and regulations. Settlement
for royalty interest not taken in kind shall be made by working interest owners
responsible therefor under existing contracts, laws and regulations on or before

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

~13-



calendar month; provided, however, that nothing herein contained shall uperaze
to relieve the lessees of any land from their respective lease oblipations for the
payment of any royalties due under thelr leases.

If gas obtained from lands not subject to this agreement is iutroduced
into any participating area hereunder, for use in repressuring, stimulation of
production, or increasing ultimate recovery, which shall be in conformity with
‘a plan first approved by the Supervisor, the State Land Commissioner, and the
State Commiésion, a like amount of gas, after secttlement as herein provided
for any gas transferred from any other participating area and with due allow-
ance for loss or depletion from ény cause, may be withdrawn from the formation
into which the gas was introduced, royalty free as to dry gas, but noit as to
the products extracted therefrom; provided that such withdrawal shall be at such
time as may be provided im the plan of operations or as may otherwise be consented
to by the Supervisor, the State Land Commissioner and the State Commission as
conforming to good petroleum engineering practice; and provided further, that such
right of withdrawal shall terminate on the termination of this unit agreement.,

Royalty due the United States shall be computed as provided in the
operating regulations and pald in value or delivered in kind as t¢o all unitized
substances on the basis of the amounts thereof allocated to unitized Federal
land as provided herein at the rates specified in the respective Federal leases,
or at such lower rate or rates as may be authorized by law or regulations;
provided, that for leases on which the royalty rate depends on the daily average
production per well, said average production shall be determined in accordance
with the operating regulations as though each participating area were a single

congolidated lease,

Royalty due on account of State of New Mexico and privately owned lands,
shall be computed and paid as to all unitized substances on the basis of the
amounts allocated to such lands.

15, RENTAL SETTLEMENT., Rental or minimum royalties due on leases
committed hereto shall be pald by wérking interest owners regponsible therefor
under existing contfacté, laws, and regulations, provided that nothing herein
contained shall operate to relieve the lessees of any land from their respective

lease obligations for the payment of any rental or minimum royalty in lieu thereof

-14-



due under their leases. Rental or minimum rovalty tor lands of the Unfted Srates
subject to this agreement shall be paid at the rate specified in the respective
leases from the United States uuless such rental or minimum royalty is waived,
suspended, or reduced by luw or by approval of the Secretary or his duly authorized
representative,

Rentals on State of New Mexico lands subject to this agreement shall be
- pald at the rates specified in the respective leases,

With respect to any lease on non-Federal land containiong provisions
which would terminate such lease unless drilling operations were within the
time therein specified commenced upon the land covered thereby or rentals
paid for the privilege of deferring such drilling operations, the rentals required
thereby shall, notwithstanding any othexr provision of this agreement, be deemed
to accrue and become payable during the term therof as extended by this agree-
ment and thereafter until the required drilling operations are commenced upon the
land covered thereby or some portion of such land is included within a partici-
pating area. .

16, CONSERVATION, Operations hereunder and production of unitized
s ubstances shzall be conducted to provide for the most economical and efficient
recovery of said substances without waste, as defined by or pursuant to State or
Federal law or regulation.

17, DRAINAGE, The Unit Operator shall take appropriate and adequate
measures tc .vevent drainage of unitized substances from unitized land by wells
on land not subject to this agreement, or, with prior consent of the Director and
the State Land Commissioner, pursuant to applicable regulations pay & fair and
reasonable compensatory royalty as determined by the Supervisor for Federal
lands or as approved by the State Land Commissioner for New Mexico State lands.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED, The terms, conditicns
and provisions of all leases, subleases and other contracts relating to expior-
ation, drilling, development or operations for oil or gas on lands committed to
thia agreement are hereby expressiy modified and amended to the extent necessary to
make the same conform to the provisions hereof, but otherwise to remain in full
force andveffect; and the parties hereto hereby consent that the Secretary as to

Federal leases and the State Land Commissioner as to State leases shall and each

-15-



by his approval hereof, or by the approval hereof by his duly authorjzed repre-
sentative, does hereby establish, alter, change or reveoke the drilling, preducing,
rental, minimum royalty and royalty recuirements of Federal and 5Stati leases
comnitted hereto and the regulations in respect thereto to couform said requirements
to the provisions of this agreement and, without limiting the generality of the
foregoing, all leases, subleases, and contracts are particularly modified in
accordance with the following:

(8) The develcpment and operatica of lands subject to tnis agreement

under the terms hereof shall be deemed full performance of all chiigarions for

pie

development and operation with respect to each and every part or separately owned
tract subject to this agreement, regardless of whether there is any development of
any particular part or tract of the urit area, notwithstanding anything to the con-
trary in any lease, operating agreement or other contract by and between the parties
hereto, or their respective predecessocrs in interest, or any of them,

(b) Drilliang and producing operations performed hereunder upon any tract
of unitized lands will be a2cceptad and deemed to be performed upon and for the
benefit of each and every tract of unitized land, and no lease shall be deemed to

expire by reason of failure to drill or produce wells situated on the land therein

embraced.

(c) Suspension of drilling or producing operations on all unitized lands
pursuant to directiom or counsent of the Secretary and the State Land Commissioner
or their duly authorized representative, 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, subleése or contract relating to the exploration, drill-
ing, development or operation for oil or gas of lands, other than those of the
United States and State of New Mexico, committed to this agreecment, which, hy its
terms wight expire prior to the termination of this agreement, is hereby extended
beyond any such term so provided therein so that it shall be continued in full
force and effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or any re-
newal thereof or any part of such lease which is made subject to this agreement
shall continue in force beyond the term provided therein until the termination

-16-



hereof. Any other Federal lease committed hereto shall continue in force beyond
the term so provided therein or by law as to the land committed so long as such
lease remains subject heteto, provided that production is had in paying quantities
under this unit agreement prior to the expiration date of the term of such lease,
or in the event actual drilling operations are commenced on unitized land, in
accordance with the provisions of this agreement, prior to the end of the primary
term of such lease and are being diligently prosecuted at that time, such lease
shall be extended for two years and so long thereafter as oil or gas is produced
in paying quantiﬁies in accordance with the provisions of the Mineral Leasing

Act Revision of 1960,

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

(g) Any lease embracing lands of the State of New Mexico which is made
subject to this agreement, shall continue in force beyond the term provided
therein as to the lands committed hereto until the termination hereof.

(h) The segregation of any Federal lease committed to this agreement is
govefned by the following provision in the fourth paragraph of Sec. 17 (j) of the
Mineral Leasing Act, as amended by the Act of September 2, 1960, (74 Stat. 781-784):
"Any (Federal) lease heretofore or hereafter committed to any such (unit) plan
embracing 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 land committed
and the lands not committed as of the effective date of unitization: Provided,
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 oil or gas is produced in paying

quantities."
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(i) Any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto, shall be segregated as to the portion
committed and the portion not committed, and the provisions 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 agree-
ment to the contrary, any lease embracing lands of the State of New Mexico having.
only a portion of its lands committed hereto shall continue in full force and .
effect beyond the term provided therein as to all lands embraced in such lease,
if 0il or gas is discovered and is capable of being produced in paying quantities
from some part of the lands embraced in such lease at the expiration of the
secondary term of such lease; or if, at the expiration of the secondary term, the
Lessee or the Unit Operator is then engaged in bona fide drilling or reworking
operations on some part of the lands embraced in such lease, the same, as to all
lands embraced therein, shall remain in full force and effect so long as such
operations are being diligently prosecuted, and if they result in the production
of oil or gas, said lease shall continue in full force and effect as to all the
lands embraced therein, so long thereafter as oil or gas in paying quantities is
being produced from aﬁy portion of said lands.

19. COVENANTS RUN WITR LAND. The covenants herein shall be construed to
be covenants running with the land with respect to the interest of the parties
hereto and their successors in interest until this agreement terminates, and any
grant, transfer or conveyance of interest in land or leases subject hereto shall
be and hereby is conditioned upon the assumption of all privileges and obligatious
hereunder by the grantee, transferee or other successor in interest. No assign-
ment or transfer of any working interest, royalty or other interest subject hereto
shall be binding upon Unit Operator until the first day of the calendar month
‘after Unit Operator is furnished with the original, photostatic or certified copy
of the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon
approvél by the Director and the State Land Commissioner or their duly authorized
representatives as of the date of approval by the Director and shall terminate five

(5) years from said effective date unless:

(a) such date of expiration is extended by the Director and the State

Land Commissioner, or

(b) it is reasonably determined prior to the expiration of the fixed



term or any extension thercof that the unitized land is incapable of production
of unitized substances in paying quantities in the formations tested hereunder
and after notice of intention to terminate the agreement on such yround {s pgiven
by the Unit Operator to all parties in interest at their last known addresses,
the agreement i{s terminated with the approval of the Director and State Land
Conmissioner, or

(¢) a valuable discovery of unitized substances has been made or accepted
on uritized land during said initial term or any extension thereof, in which
event the agreement shall remain in effect for such term and so long as unitized
subsgances can be produced in quantities sufficient to pay for the cost of
producing same from wells on unitized land within any participating area established
hereunder and, should production cease, so long thereafter as diligent operations
are in progress for the restoration of production or discovery of new producticn
and so long thereafter as the unitized substances so discovered can be produced
as aforesaid, or

(d) it is terminated as heretofore provided in this agreement. This
agreement may be terminated at any time by not less than 75 per centum, on an
acreage basls, of the owners of working interests signatory hereto, with the
approval of the Director and State Land Commissioner; notice of any such approval

to be given by the Unit Operator to all parties hereto,

21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION, The Director is
hereby vested with authority to alter or modify from time to time in his discre-
tion the quantity and rate of production under this agreement when such quantity
and rate 1s not fixed pursuant to Federal or State law or does not conform to
any state-wide voluntary conservation or allccation program which is establishéd,
recognized and generally adhered to by the majority of operators in such State,
such authority being hereby limited to alteration or modification in the public
interest, the purpose thereof and the public interest to be served thereby to be
stated in the order of alteration or modification. Without regard to the fore-
going, the Director 1s also hereby vested with authority to alter or modify from
time to time at his discretion the rate of prospecting and development and the
quantity and rate of production under this agreément when such alteration or

modification 1s in the interest of attaining the conservation objectives stated



in this sgreement and 1s not in violation of any applicable Pederal or Stare law;
provided further that no such aiteration or wmodification shall be effective as tco
any land of the Stuate of New Mexico a2z to the rate of prospecting and doveloping
in the absence of the specific written approval thereof by the State Land Commis-
sioner end gs to the lands of the State of Hew Mexico or privately owned landas
subject Co this agreement as to the quantity and rate of production in the absenca
of specific written approval therecf by the State Commiasion.

Powers in this section vested in the Director shall only be exercised
after notice to Unit Operator and onportunity for hearing to be held not lese tham
fifteen (15) days from notice.

22, CONFLICT OF SUPERVISION, Xefther the Unit Operater nor the werking
interest ownere wor any of thew shall bo subject to any fovfeiture, termination
ox expiration of any rights hereunder ¢r under any leases or contracts subjecé
hereto, or co any penalty or Lisbility on account of delay or failure in whole
or in part to comply with any applicable provision therecf to the extent that the
Unit Operator, working imterest owners ovr any of them are hindered, delayed or
prevented from complylng cherewich by reason of failure of the Unit Operater to
obtain in the exercise of due diligence, Lhe concurrence of proper rxepresentatives

£ che United States and propav representetives of the Stete of Hew Mexico {n and
gbout any matters or thing concerning which it L3 required herein that such
concurrence be obtained. The parties hercto, including the State Commissiou,
agree that all powers and authority vested in the State Commission in and by any
provigions of this agreémenﬁ are vested in the State Commission and shall be
exercised by it pursuant to the vrovisicns of the laws of the State of New Mexico
and subject in any case to appesl or judicial review ag may now or hereafter be
provided by the laws of the State of New Mexico.

23. APPRARANCES, Unlt Operator shell, after notice to other psrries

b
affected, have the right to aspear for ard on benalf of any and all {nterente
affected hereby before the Depariment of Inverisy, the Commissioner of Public Lands

of the Stace of New Mexico end the New Mewxico ¢il Conservation Couxmaissiow and to

[

appeal from orders issued under the regulations of said Department, the State

Land Commissioner or State Commission or to apply for relief from any of said
regulations or in any proceedings relative to operations before the Department of
the Interior, the State Land Commissioner or State Commission or any other legally

constituted authority; providad, however, that any other interested party shall

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



24. NOTICES. All notices, demands or statements required hereunder
to be given or rendered to the parties hereto shall be deemed fully given 1f given
in writing and personally delivered to the party or sent by postpaid registered
m3il or certified mail, addressed to such party or parties at their respeccive
addresses set forth in connection with the signatures hereto or the ratification
or consent hereof or to such other address as any such party may have furnished
in writing to the party sending the notice, demand or statement,

25. NO WAIVER CF CERTAIN RIGHTS. Nothing in this agreement contained
shall be construed as a waiver by any party hereto of the right to assert any
legal or constitutional right or defense as to the validity or invalidity of
any law of the state wherein said unitized lands are located, or of the United
States, or regulations issued thereunder in any way affecting such party, or as
a waiver by any such p;rty of any right beyond his or its authority to waive.

26, UNAVOIDABLE DELAY. All obligations under this agreement requiring
the Unit Qperator to commence oricontinue drilling or to operate on or produce
unitized subétances 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 is prevented from complying with such obligations, in whole
or in part, by'Strikes, acts of God, Federal, State or Municipal law or agencies,
unavoidable accidents, uncontrollable delays in transportation, inability to ob- ‘
tain necessary materials in open market, or other matters beyond the reasonable
control of the Unit Operator whether similar to matters herein enumerated or not,

27. NONDISCRIMINATION. In connection with the performance of work under
this agreement, the operator agrees to comply with all of the provisions of
Section 301 (1) to (7) inclusive, of Executive Order 10925 (28 F.R, 6485), which
are hereby incorporated by reference in this agreement.

28. LOSS OF TITLE. In'the event title to any tract of unitized land
shall fail and the true owner cannot be induced to join in this unit agreement,
such tract shall be automatically regarded as not committed hereto and there shall
be such readjustment of future costs and benefits as may be required on account

of the loss of such title, In the event of a dispute as to title as to any~

royaity, working interest or other interests subject thereto, payment or

delivery on account thereof may be withheld without liability for interest until

the dispute is finally settled; provided, that, as to Federal and State land or



icases, no payments of tunds duce the United States or the State of wow Vexico
sheuld be withheld, but such fuads of the United States shall ba decposited as
irected by the Supervisor, and guch funds of the State of MNew Mexico shall be

deposited as directed by the Stace Land Commissioner, to be held as unesrned
money pending final settlement of the title dispute, and thén applied as earned
or returned in accordance with such fiaral settlement,

Ynit Operator as such is relieved from any responsibility for any defect
or failure of any title hereﬁndar.

<%. NON-JOINDER AND SUBSEQUENT JOINDER, If the owner of any substantial

interest in & tract within the unit arca fails or refuses to subscribe or consent

£

to this agreement, the owner of tha worliag interest {n that tract may withdraw

sald tract from this agreement by written notice to the Director, the State Land
Commissioner, and the Unit Operator prior to the approval of this agreement by

the Director. Any oii or gas interests in lands within the unit area not

committed hereto prior to submission of this agreement for final approval may
thereafter be committed hereto by the owner or owners thereof subscribing or
consenting to this agreement, and, if the interest is a working interest, by

the owner of such Interest also subscribing te the unit operating agrecment.

After operaticms are commenced heveunder, the right of subsequent joinder, as
orovided in this section, by a working interest owner is subject to such requirements
or approvals, if any, pertaining to such joinder, as may be provided for in the

unit operating agreement. After final approval hereof, joinder by a non-working
interest owner must be consented to in writing by the working interest owner
committed hereto and fESponsibEe for the payment of any benefits that may sccrue
nereunder in 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 in order for the interest to be regarded

as committed hereto. Joinder to the unit sgreewment by a working interest owner,

at any time, must be accompanied by appropriate joinder to the unit operating

agreement, if more than one committed working interest owner is involved, in order

for the interest to be regarded as committed to this unit agreement. Except as
otherwise herein be provided, subsequent joinders to this agreement shall be

may

effective as of the first day of the month following the filing with the Supervisor,

the State Land Commissioner and the State Commission of duly executed counterparts



of all or any papers necessary to establish effrctive commitment of any tract
to this agreement unless objection to such joinder is duly made within sixty
(60) days by the Director; provided, however, that as to State Lands such sub-
sequent joinder must be approved by the State Land Commissioner,

30, COUNTERPARTS. This agreement may be executed in rny number of
counterparts, no one of which needs to be executed by all parties, or may be
ratified or consented to by separate instrument in writing specifically referring
hereto and shall be binding upon all those parties who have executed such » counter-
part, ratification or consent hereto with the same force and effect as if all such
parties had signed the same document and regardless of whether or not it is
executed by all other parties owning or claiming an interest in the lands within
the above-described unit area.

IN WITNESS WHEREQF, the parties heretoc have caused this agreement to

be executed and set opposite their respective names the date of execution,

—ATTESE= SHELL OIL CO é%NY

By

{ Attorosy imosavg

Address: P. 0. Box 1509
Midland, Texas 9704

UNIT OPERATOR AND WORKING INTEREST

OWNER
ATTEST:

By

Secretary

Address
Date:
ATTEST:

By

Secretary

Address

Date:




STATE OF TEXAS )
)
COUNTY OF MIDLAND)

Before me, the undersigned authority, on this day personally appeared
J. V. Lindsey, known to me to be the person whose name is subscribed to the
foregoing instrument as Attorney in Fact for Shell Oil Company, a Delaware corpo-
ration, and acknowledged to me that he executed the same for the purposes and
consideration therein expressed, and as the free act and deed of said Shell 0il
Company in the capacity therein stated.

Glven under my hand and seal of office this IZé?Q{day of ;%22%4442420 4

1943;
My Commission Expires: /{z%?,agiﬂit, ;&71@3M%
o , "Notary Public in and for
(o /= G Midland County, Tekas.
STATE OF )
COUNTY OF : 3

Before me, the undersigned authority, on this the day of
» 19 , appeared to me personally
known, who, beilng by me duly sworn, did say that he is President of
that the seal affixed to said instrument is

the corporate seal of said corporation, that same was signed and sealed
in behalf of said corporation by authority of its Board of Directors, esnd
he acknowledged said instrument to be the free act and deed of said -corpo-
ration, seme having been executed by him for the purposes and consideration
therein expressed and in the capacity therein stated. . .

Witness my hand and official seal the day and yeaxr last above
. written. ‘ ' -

i

My Commission Expires

Notary Public in and for
County,

STATE OF )
)
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
? 19 »b}' .
My Coumission expires: Notary Public in and for

County,




T-23-S, R-23-E |

T-23-S, R-24-E

:;// ////{////7//////////// Y
Z i e 7
A e e NM-0637"
?_4;{ @ M-063739 é
i3 ,/7 34.50 /
A Shei 5 { 18 7 / 16
o .
@;q.seﬂ @ é
71358505
» e / | Hamble 38 [
S, SR
| Pt @ ® @ F
24 I9 20 | 2!I -------- Z
s
| @ 34.97:1 @ Nhél:%?:glg;B é
. Y
] : /
] u.s. 3509 | us. u.s. __us. ?
2 2-28-65 4 @ \\Gul\f\\\ @ g\%:ésfs_z_g‘;t_-_dé
Z @ Shell §-31-65 %
% s 51 30 pralisag m“ — =588 "'_"é
21\ “2;2%— ':_J; : @ &M Kingaid ziéj:fé é%;-,gaz' g
/ i ¢ /
és i @ _ ,i U.s. . U./S./ u.,s. é
P s ) wne wdite
% 35'56_{ 5-3i-74 3-|e—}4 H-1-67 : 5-31-73 z
M N
3 oz 3 s © 7
‘ 35.82__‘ é / 6_é3 E é
| 7
35.94 | u.s. é// State / U-:S- //
2z
T-23-S,R-23-E T-23-S, R-24-E
O TRACT NUMBER
Y UNIT OUTLINE
] FEDERAL LAND  6,8/0.77 ACRES 89.49%
e, STATE LAND 640.00 ACRES 8.4l %
NN PATENTED LAND 160.00 ACRES 210 %
7.610.77 ACRES

CHINA CANYON UNIT

ZDDY

COUNTY,

e
p§

1T

AREA
NEW MEXICO

!i;‘x"



EXHIBIT "B"

SCHEDULE SHOWING OWNERSHIP OF ALL LANDS WITHIN

THE CHINA CANYON UNIT AREA

EDDY COUNTY, NEW MEXICO

lease Serial Basic
Tract Number No. & Expi~ Royalty & Lessee of Record Overriding Royslty Working Interest
No. Description of Acres ration Date Percentage and Percentage and Percentage and Percentage
FEDERAL ACREAGE
1. T-23-38, R-23-E 640.00 MM-~0381k4-A UsA Shell 0il Company 1/4 Peggy P. Jennings and Shell 0il Company 1/4
Sec. 2Lk: A1l HBP HMW& Humble 01l & Re- Howard W. Jennings u.:m.& Humble 0il & Refining
fining Company 3/4 John H. Trigg and Company 3/4
Pauline V. Trigg Hw&
U. S. Smelting Refining
& Mining Co. 1/ of 2%
2. T-23-8, R-24-E 1790.07 IM-03815-A USA Shell 0il Company 1/h Peggy P. Jennings and Shell 0il Company 1/h
Seec. 19: All 2-28-65 Hmw& Humble 0Oil & Re- Howard W. Jennings 3% Humble 0il & Refining
Sec. 30: All fining Company  3/4 U. 5. Smelting Refining Company 3/h4
Sec. 18: Lots 1, 2, & Mining Co. 1/h of 2%
i wi, EL
2 "2, &2
3. T-23-S, R-2L-E 760.00 M-03817-B UsSA Shell 0il Company 1/2 Peggy P. Jennings and Shell 0il Company 1/2
Sec. 21: m.wa zz.wn 3-31-66 125% Redfern Development Howard W. Jennings 3% Redfern Development
Sec. 28: T ztm. NEL, Corporation 1/2 U. S. Smelting Refining & Corporation 1/2
SEi NEp Mining Co. 2%
L, T-23-S, R-23-E 280.00 NM-0615k4 USA Shell 0il Company 1/4  Willie G. Hodges 3% Shell 0il Company 1/k
Sec. 25: T zw SEL, 2-28-65 123% Humble Oil & Re- U. 8. Smelting Refining & Humble Oil & Refining
SWi SEi fining Company  3/k Mining Co. 1/4 of 2% Company 3/4
5. T-23-5, R-23-E 40.00 NM-0615k-A USA Shell 0il Company All  Willie G. Hodges 3% Shell 0il Company A
Sec. 25: SEx SEf 2-28-65 1234 Lawrence C. Harris 2%
6. T-23-S, R-2L-E 160.00 MM-030152 USA Sun 0il Company  All Irwin Rubenstein and Barbara Sun Oil Company A1l
Sec. 33: NWi 11-1-67 123% Rubenstein 15% of 3%

Thomas Connell and Emily
K. Connell 85% of 3%



10.

11,

12.

15.

T-23~5, R-24-E 1280.,00
Sec. 17: All
See., 20: All
T-23=5, R-2L-F 160.00
Sec. 21l: NEj

T7-23-5, R-2L-E 160,00
Sec. 33: SWi
T-23-5, R-PL-E 320,00
Sec. 33: Ez
T-23-8, R-2U-E LB0.00
Sec. 29t W3, z,m. NEZ,
Sz SEx

T-23-5, R-2h-R 320.00
Sec. 28: Sz
T-23-S, R-24-F 4G,00
Sec. 28: NEr NEL
T-23%-8, R-2L-E 211.26
Sec. 31: Lots 1, 2, Ex

iy NEf
T-23-8, R-24-E 69, 4L

Sec. 18: Iots 3, 4

M-063739
3-31-66

NM-063745
7-31-67

NM-0387737
6-1-73

MM-0387737-A
6-1-T3

NM-0L87566-A
12-31-73

M-0537381
L3074

NM-05537T3
6-1-Th

MM-0553775
5317k

MM-0555056
11-1-69

USA

1219

USA

123%

USA
124%

USA

123%

USA

1249

USA

124%

USA
124%

USA

1249

USA
125%

Shell 011 Company

1/2

Redfern Development

Corporation

Shell 0il Company

1/2

1/4

Humble 0311 & Refining

Company

Amax Petroleum
Corporation

Shell 0il Company

Shell 0Oil Company

Shell 0il Company

Shell 0il Company

Shell 0il Company

Shell 01l Company

3/k

All

A1l

A1l

A1l

All

A1l

All

Peggy P. Jennings and Shell 0il Company

Howard W. Jennings 3%  Redfern Developmert
U. S. Smelting Refining Corporation
& Mining Co. 2%

Howard W. Jennings and
Peggy P. Jennings - Produc-
tion payment of $600 per
acre out of 3%

U. 5. Smelting Refining
& Mining Co. 1/4 of 2%

Shell 01l Company

Company

Amax Petroleum
Corporation

None

Amax Petroleum Corporation
6.25%

Shell 0il Company

David W, Fagerness and
Joan E. Fagerness 5%

Shell 0il Company

Jochn M. Wolski and Dorothy Shell 0il Coumpany

I. Wolski 3%

Charles G. Taylor and Gwen
P. Taylor 2%

Daniel L. Simmons and Jane Shell 0il Company
D. Simmons 5%

Philadelphia 0il Company Shell 0il Company
of California mw&

Patricia Waldron and Gerald
B. Waldron 219,

None Shell 0il Company

15 Tracts, Federal Lands, 6,810.77 Acres, 89.49% of the Unit Area

Humble 0il & Refining

1/2

FJ
~
N

A1l

All

All

All

A1l

All

A1l



STATE OF NEW MEXICO LANDS

T-23-3, R-24-E 640.00 K-3999 State Shell 0il Company All None
Sec. 32: All 3-16-Th 124%

1 Tract, State of New Mexico Lands, AL0.00 Acres, 8.41% of the Unit Area

PATENTED (FEE) LANDS

T-23-8, R-2L-E 160.00 Lease 1 Hugh M. Kincaid, et ux, Nancy Gulf 0il Corporation All
Sec. 29: 55 NEL, N5 SEf 5-31-65 L. Kincaid 6.25%
: Graham Peveler, et _ux, Zella
Peveler 6.25%

1 Tract of Fee Land, 16C.0C Acres, 2.10% of the Unit Ares

Shell Oil company

None

Gulf Cil
Corporation

Alj

Al

E

4
.



BEFORE THE OTL CONSERVATION COMMISSION -
OF THE STATE OF NEW MEXICO

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

.CASE No. 3127
' Order No. R-2791

APPLICATION OF SHELL OIL COMPANY
FOR APPROVAL, OF THE CHINA CANYON
UNIT AGREEMENT, EDDY COUNTY, NEW
MEXICO,

ORDER OF THE COMMISSION
BY THE COMMISSION:

This cause came on for hearing at 9 o'elock a.m. on October. -
13, 1964, at Santa Fe, New Mexico, before Examiner Elvis A. Utz.

. NOW, on this__iiﬂﬁ__ﬁay of Octdber, 1964, the COmmission.,a
quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and peing fully advised
in the premises,

INDS:

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

; (2) That the applicant, Shell'Oil‘cOmpany, geeks appioval :
ef the China Canyon Unit Agreement covering 7610,77 acres, more.or
less, of State, Federal and Fee lands described as follows:

‘ _ EDDY COUNTY, NEW MEXICO |
TOWNSHIP 23 SOUTH, RANGE 23 EAST, NMPM ,
Section 24: All S .
Section 253 E/2 .

TOWNSHIR 23 SOUTH, RANGE 24 EASI‘ EMEH
S8ections 17 through 21:  All

.8ections 28 through 303 All
Section 31l: N/2
.8ections 32 and 33: All ‘

(3) That approval of the proposed unit agreement should
. promote. the prevention of waste and the protection of co:relntivo
rights within the unit area, ,

+



- e
CASE No. 312?
‘Order No., R-2791

IT IS _THEREFORE QLDFRED:

{1} %hat the Chima Canyon Unit Agresment is hereby approved.

{2) That the plan contained g szid unit agreement for the
development and operatica of the uniht aren is hereby approved in
principle as a proper conservation weasure; provided, however,
that notwithstanding any of the vruvisions contained in said unit
‘agreement, this approvai shall not be considered as vaiving or
rolingulshing, in ony mouwey, any cight, duty, or obllgation which
is now. or way he;aaineg be, vosted in the Commission to supervise
and control operations for tae explovation and development of any

lands committed to ths unit =zrd predvetion of oil or gas therafrom.

{3) That the unif orsrrior shall £l1ls2 with the Commission
an exacuted original or exccuterd counterpart of the. unit agreement
within 30 days after the effactive date thereof; that in the avent
‘of subssquent dolnder bv acy party or sxpansion or contraction of
the unit area, the unii cop=rator shall file with the Commission
within 30 days theresafter countexrparts of the unit agreement
reflacting the subscripticn of thoss interssts having jolned or
ratifiad, '

{4) That this order shall becoms effective upon the approval
of said unit agreement by the Commissioner of Public Lands for the
State of New Mexico and the Director of the United States Geologi-
cal Survey; that this order shall terminate ipso facto upon the
termination of said unit agroement; and that the last unit opera-
tor shall neotify the Commission inmediately in writing of such
termination,

(5} That jurisdicticn of Lhis cause is retained for the
entry of such further oxders zs ths Commission may deem necessaxy.

DOBE at Banta ¥Fe, FNow Mexico, on the day and year herein-
above designeted. : .

STATE OF NZW MEXICO
QY CONSERVATION COMMISSIUN

»n h M., CAMPBETLL,

V)Z,{Z 4 W"{f‘(‘,—pﬁ

Eg ‘9 WALKER, - Mealber!

SEAL ‘,{ Nﬁ % /,.f,

a. L PORTER, Jr., Member. & gauretary

‘&,

“gsy/



KNOW ALL MEN BY THESE PREZCNTS: Thaat

VTE‘VAS, under date of September 29, 1964 that certain Unit Agreoment lor
the development and operation oi i{ne China Canyon
Unit Area was entered into by and between the owners of certain oil and gas in-
terests which said agreement is of record in Volume , at page » of the
Records of Eddy County, New lMexico; and
WHEREAS, under date of September 2§, 1964, a Unit Operating Agrcement was

entered into by and between Shell Oil Company, as Unit Operator, and certain owners
of working interests in oil and gas interests in lands in the said
China Canyon Unit Area; and

WHEREAS, the undersigned are the owners of working interests in oil and gas
interests in lands which are in the said Unit Area and to which the tract number
indicated opposite them in the following schedule have been allotted in said Unit
Agreement and which are described as follows, to wit:

TRACT NUMBZR IN DESCRIPTION
SAID UNIT AGREEMENT NEW MEXICO PRINCIPAL MERIDIAN
T-23-S, R-23-E
1 Section 24: All
A Section 25: NE-1/4, N-1/2 SE-1/4,
SW-1/4 SE-1/4
-23-S, R-24-E
2 Section 19: All

Section 30: All
Section 18: Lots 1 and 2, E-i/2
W-1/2 and E-1/2
8 Section 21: NE-1/4

and each of the undersigned has received copiles of the said Unit Agreement and Unit
Operating Agreement and desires to coumit said interests to said Unit Agreement
and to join in said Unit Operating Agreement;

{

NOW THERETFORE, the undersigned do hereby comsent to, ratify, confirm and join
n all ol the terms and provisions oI said Unit Agreement and of said Unit Operating

i
Agreement and do hereby commit their oil and gas interests in the above described
lands and tracts to said agreements exactly as if the undersigned had executed each
of the said agreements or counterparts thereof.
EXECUTED this the @1e€ day of JORUARY , 1963.
AITRRTZL HUMBLE OIL & REFINING COMPANY WPFROVED
ot
Desc.
(Acreage 4
Pt BY M / //% . [P
KXEKAXK Bill a. Fom C
Agsat and Al:usuy-xn-»net TETRE N
Prod. 4

Trade E b g"
(over) !
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. CONSENT AND RATIFICATION
QF WORKING INTEREST OWNERS

KNOW ALL MEN BY THESE PRESENTS: That

WHEREAS, under date of September 29, 1964 that certain Unit Agreement for

the development and operation of the China Canyon

Unit Area was entered into by and between the owners of certain oil and gas in-

terests which said agreement is of record in Volume s at page _» of the
Records of Eddy County, New Mexico; and

WHEREAS, under date of September 29, 1964 , a Unit Operating Agreement was
entered into by and between Shell 0il Company, as Unit Operator, and certain cwners
of working interests in oil and gas interests in lands in the said

China Canvon Unit Area; and

WHEREAS, the undersigned are the owners of working interests in oil and gas
interests in lands which are in the sald Unit Area and to which the tract numbers
indicated opposite them in the following schedule have been allotted in said Unit
Agreement and which are described as follows, to wit:

TRACT NUMBER 1IN DESCRIPTION
SATD UNIT AGREEMENT NEW MEXICO PRINCIPAL MERIDIAN
T-23-§, R=24-E
17 Section 29: S-1/2 NE-1/4,

N-1/2 SE-./4

and each of the undersigned has received copiles of the said Unit Agreement and Unit
Operating Agreement and desires to commit said interests to said Unit Agreement
and to join in said Unit Operating Agreement;

NOW THEREFORE, the undersigned do hereby consent to, ratify, confirm and join
in all of the terms and provisions of said Unit Agreement and of said Unit Operating
Agreement and do hereby commit their oil and gas interests in the above described
lands and tracts to said agreements exactly as if the undersigned had executed each
of the said agreements or counterparts thereof,

7
EXECUTED this the &% day of January , 19 65,
ATTEST: GULF _OIL CORPORATION
' Wz .
j ) - . - > Loy
M«/ﬁu—.’/ —zy. (L e
Assistant  Secrsary Attorney In Fact

(over)



COUNTY OF CHAVES X

o

The foregoing instrument was acknowledged before me this ;%fi; day of
- -

January , 19 65, by F.O. Monrond , Attorney in Fact

of GULF OIL CORPORATION , a _ Pennsylvania corporation,

on behalf of said corporation.

p f - % i
My Commission expires: _,,ééggii ;%%ZL¢4;( (:;;;m Gy

Notary Public in and fgf
{HAayrg County, LW X

L S T N SPRI TR NS M ot o

ACCEPTANCE AND APPROVAL
BY UNIT OPERATOR:

The undersigned, SHELL OIL COMPANY, as Unit Operator under the

———

Unit Agreement and Unit Operating Agreement,

does hereby accept and approve the above and foregoing Consent and Ratification.

DATED this day of s> 19 .

SHELL OIL COMPANY

. By




CONSENT AND RATIFICATION
CANYON  UNIT AGREEMENT
EMBRACING LANDS IN EDpDY _ COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the _China Canyon
Unit Area embracing lands situated in _ Eddy County, New Mexico, which said
agreement is dated the 29th day of _Septembey 1964, and acknowledge that they
have read the same and are familiar with the terms and conditions thereof. The
undersigned also being the owners of the leasehold, royalty or other interest
in the lands or minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B", do hereby commit all of their
said interest to the China Canyon Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or a
counterpart thereof.

IN WITNESS WHEREQOF, this instrument is executed by the undersigned as

of the date set forth in their respective acknowledgements.

ﬂl J. wm‘ Jto. f;‘ﬁm@ﬁt

Hm. B. Johnsumﬁy//ﬂélfy

STATE oF TEXAS
COUNTY OF MEDLAND

!
0
!

The foregoing instrument was acknowledged before me this }§¢h day of

January , 1965 , by _Jotm J. Redfern, Jr., President of REDFERN DEVELOPMENT

CORPORATION, 2 Delaware corporation, on behalf of satd corporation.

L KEITHLEY - Notory Public
MIDLAND COUNTY, TEXAS

My Commission Expires June 1, 1965 &Nf)ta.ry Public in andgﬁ/ W dland
My Commission Expires: State of
STATE OF 0
COUNTY OF g
The foregoing instrument was acknowledged before me this ___ day of
, 19__, by

Notary Public in and for
My Commission Expires: State of




CONSENT AND RATTIFICATION
UNIT AGREEMENT
EMBRACING LANDS IN _ pppy COUNTY, NEW MEXICO
The undersigned (whether one or more) hereby acknowledge receipt of &
copy of the Unit Agreement for the Development and Operation of the Ching Canvon—
Unit Area embracing lands situated in Edds County, New Mexico, which said
agreement is dated the _ 29¢p day of Septemhey 1964 and acknowledge that they
have read the same and are familiar with the terms and conditions thereof. The
undersigned also being the owners of the leasehold, royalty or other interest
in the lands or minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B", do hereby commit all of their
said interest to the ChinaCag Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or a
counterpart thereof.
IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in their respective acknowledgements.

— SN Q1L COMPANY

EEXLEERX : %gent and Attorn@y-ln— act!’ ¢

RAPRREK

STATE OF " Zeyw

)
p )
COUNTY OF a¢dus g
The foregoing instrument was acknowledged before me this (:,’Z\' day of

Kkl » l9é¢ , by (éj(; )

Loy Lo

Notary PyBlic in and for >fcccw.

My Commission Expires: ¢ -, . {yv— State of Zese-
STATE OF )]

§
COUNTY OF ]

The foregoing instrument was acknowledged before me this day of

, 19 s by

Notary Public in and for
My Commission Expires: State of




CONSENT AND RATTIFICATION
CHINA CANYON UNIT AGREEMENT
EMBRACING LANDS IN _gpny COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of &
copy of the Unit Agreement for the Development and Operation of the Ching Canyon
Unit Area embracing lands situated in Eddy County, New Mexico, which said
agreement is dated the 29¢h day ofgpptember 1964 » and acknowledge that they
have read the same and are familiar with the terms and conditions thereof. The
undersigned also being the owners of the leasehold, royalty or other interest
in the lands or minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B", do hereby commit all of their
sald interest to the _gnin4 Canven Unit Agreement and do hereby
consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in their respective acknowledgements.

ATTEST: AMAX PETROLEUM CORPORA
2 LUl ) A

Assistant Secreta.ry Vice President

STATE OF __ OKLAHOMA 8
COUNLY OF _TULSA ]

The foregoing instrument was acknowledged before me this 12tkday of

Novembex , 1964, by W. E. long, Vice President, of

Petroleum Corporation, a Delaware co ration

corporation. é@a{
My Commission Expires Aug. 20, 1967 ({W
zztary Publlc in aﬁd”for\y‘ > é

My Commission Expires: ate of

STATE OF

d
§
!

COUNTY OF

The foregoing instrument was acknowledged before me this day of

, 19, by

Notary Public in and for
My Commission Expires;: State of
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IN WITRESS WHEREOQF, this instrument 1s executed by the undersigned as

of the dete szt forth in their respective acknowledgement
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CONSEND AMD TATTIFICATICN
Comrn paevene UNIT AGREIMENT
EMERACING LAKSS iN TEOY  COUNTY, NEW MPYICO

The undersigned (whether one or more) hereby acknowledsns receint of a
g / e

Lol

copy of the Unit Agreement for the Development and Operation of the Ching Canvon

s

Unit Area ermbracing lands situated in  Fddw County, New Mziico, which said

agreement is dated the 20th day of September , 196L , and ackncwlcoige that they

have read the same and are familisr with the <terms and conditions thereof. The
undersigaed also being the owners of the leasehold, royalty or other interest

in the lands or minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B", do hereby commit all of their

said interest to the China Canyon Unit Agreement and do hereby

consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or a
counterpart thereof.

IN WITNESS WHEREQF, this instrument is executed by the undersigned as
of the date set forth in their respective acknowledgements.

Ao lebdre

Patricia Valdron

e e =, - Wakdren

STATE OF ARIZONA

COUNEL OF D) g ecgif

The foregoing instrument was acknowledged before me this é&ﬁ"%&y of

P DT W

Novembsy , 1964 , by _ Petricis Waldron and—awshend y —Gexe bi < =Wakdron =

tary Public in and for 2522253%752g‘
My Commission Expires: c“mwﬁmnExmm§Amﬂ21.l,State of Arizona
My Commissio : g

[
]

COUNTY OF b

The foregoing instrument was acknowledged before me this day of

19 , by

Notary Public in and Tor
My Commission Expires: State of




CONSENT AND RATIFICATION
CHINA CAIYOR U
EMERACING LANDS IN wopy  COURTY, N MEXICO

AGRERMENT

The undersigned (whether one or more) hereby acknowledge receipnt of a

copy of the Unit Agrecwment for the Develonment and Operation of the China Canyon

Unit Area embracing lands situated in Fadr County, New Mexico, which said

agreement is dated the 29th day of September, l96h and acknowledge that they

have read the same and are familiar with the terms and conditions thereof. The
undersigned also being the owners of the leasehold, royalty or other interest

in the lands or minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B", do hereby commit all of their

said interest to the China Convon Unit Agreement and do hereby

consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or a
counterpart thereof.

IN WITNESS WHEREQF, this instrument 1s executed by the undersigned as

.:'

of the date set forth in their respective acknowledgements.
ji%ﬁ if%m/

/Hugh M incafd

(Asz_ (f?/d jé%i;) -414;46

Wancy L. Kincdid ’

STATE OF NEW MEXI

COUNTY OF Zfz/z‘%

The forezoing instrument was acknowledged before me this ;5 day of

Noveuber , 1964 , by Hugh M. Kincaid and wife, Wancy L. Kinecaid
g EI/ i
, Notary Public in and for & >
My Commission Expires:(Zé%¢ﬁe€744;a§,;7 State of
STATE OF

!
0
D

COUNTY OF

The foregoing instrument was acknowledged before me this day of

» 19 s by

Notary Public in and for
My Commission Ixpires: State of




OIZTNY 23D RATT:

crTva o vrogt UNIT ACRELD
MZRACING LA i TRV Ccu NEJ MEXICO
The undersigned (whether one or mere) hereby acknowicdge receipt of &

N o~ ~ 2 A .
U and Cperatlon of the Thipa Oenvan

Unit Aresa embracing lands situated in Tady Courty, New Mexico, which said

agreenent is dated the 29th day of Sevierber, 1954, and acknowledge that they

nave recd the same and are familier with the terms and conditions thereof. The
undersizned also being the owners of the leasehold, royalty or other interest

L one lerds or minerals embraced in said unit area, as indicated on the schedule
cieeched to said Unit Agreement zo Inaibit "B", do hereby commit all of their

zold wnterest to the China Canven Unit Agreement and do hereby

consent thereto and ratify all of the terms and provisions thereof, exsctly the
saxe &s 1f the undersigned had exccuted the original of said Unit Agreement or a
counterpart thereof.

IN WITNESS WHEREQF, this instrunical is executed by the undersigned as

the date set forth in their resvective acknowledgements.

The forcgoing instrument was acknowleaged before me this 18 day of
LA

overtaey , 196h , by _ Jonn M. Wolski ard wife, Dopothy T, Talels

: oSl

LS, Public in and Ior Cook County
My Commission Zxpires: May 11, 1966 State of Illinois

w
<
e 28
o)
T

(S0 S Fadt

COUNTY CF

this day of o

vrry ITITe-evT

M OOl 857 Gitwbem it et | Stat‘ of
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Unit Aree embracing lends situcted in ¥ Ay Couvity, Now Moxico, which said
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cgreement 1s cdated the 29th day of Soxus-ber , 104L, and aciknoviedge that they

liar with the Terms and conditions thoereof. The

(,.J-

have reaed The same and are Tanm
ndersigned also being the owners ol the leasehold, royalty or other interest

:n the lands or minerals embraced in seid unit arca, as indicated on the schedule

attached to said Unit Agreement as Dxhivlt "B, do hereby commit 21l of their

sid interest to the China Coovon Unit Azreement and do hersty

consent thereto and ratify all of the terms and provisions thereof, exactly the

ame as if the undersigned had excculted the original of said Unit Agreexent or a

“— 1

counterpart thereorf.
IN WITWNESS WHEREQF, thic instrumnent is cxecuted by the uandersigned as

of the date set forth in their resnective acknowledzements.

Q(/;-/V%&/Z'\—-g_ﬁl&/l 4 PRV,

verniel
)
7

;g
e

Jere D. Simmons

STATE OF UTAT

St}

P T

COUNTY OF

; : 74

The foregoing instrument was acknowledged before me this /2 day of

Novertar , 1964 , by Daniel T. Sirmvons and wife, Jane D. Simmons

2 2

Notary Public in and for
? f’/é d> uucﬂ:t: Of Uu

O R p A

CCUNTY OF

The foregoing instrument was acknowledged before me this day of

, 19, by

Notary Public in and for
My Cominiszion Expirecs: State of



CONSEZf AND RATTTICATION
CHIIA CLIYOY ULIL AGREENENT
EMBERACING LANDS IN __ wppy  COUNTY, NEM MEXICO

The undersigned (whether one or more) hercby acknowledge receipt of a

copy of the Unit Agreement for the Development and Opveration of the Chira Conyon

-

Unit Area embracing lands situated in Fidy County, New Mexico, which said
agreement is dated the _29th day of _Septembey 196L, and acknowledge that they
have read the same and are familiar with the terms and conditions therecf. Tae
undersigned also being the owners of the leasehold, royalty or other interest

in the lends or minerals embraced in said unit area, as indicated on the schedule
attached to sald Unit Agreement as Exhibit "B", do hereby commit all of their

said interest to the China Canyon Unit Agreement and do hereby

consent thereto and ratify all of the terms and provisions thereof, exactly the
same as if the undersigned had executed the original of said Unit Agreement or a
counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in theilr respective acknowledgements.
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Graham Peveler /

_Lla. t’eveJ_er

STATE OF NEW MEXICO |

0
COUNTY OF EDDY ]

The foregoing instrument was acknowledged before me this ;zé day of

November , 1964 , by _Graham Peveler and wife, Zella Peveler

00y

TNotary Public in and for ¥agy
My Ceormission Sxpires (0&/ /yé7 State of New Mexico
STATE OF 0
, §
COUNTY OF ]

The foregoing instrument was acknowledged before me this day of

» 19, by

Notary Public in and for

My Commission Expires: State of
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The undersigned (whether one or wmore) hereby acknovledge receivt of &
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copy of the Unit Azrecmant for ths Cevelomrent
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Unit Areo emoracing lands situzied in Afar

. - - P Y,
15 dated the 2G¢h day of Senterber, 1954, and acknowliedge that they

nave read ihne same and are familiar with the terms and conditions shereof. The
undersiganed also beiang the owners of the lcasehold, royalty or other interest

in the lands or minerals embraced in sald unit area, as indicated on the schedule
attacned to said Unit Agreement as Zxhibit "B", do hereby commit 11 of their

zid interest to the Mhina (orian Unit Agreement and cdo hereby

il

consent thereto and ratify all of the terms and provisions thereof, exactly the
ame &8 1f the undersigned had exccuted the original of said Unit Agreenment or a
counversart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

oi the date set forth in their

v

espaotive acknowledgements.
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Gwen P. Taylor
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The feorogeling “astruxent was acknovledged before me this ﬁér day ot

- ~ (2]

Mevannar , 1%L, by Cherles ¢, Tovlor and wife, Gwen P, T .vior
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Notary Public in afd for Sante L& Cointy
¥y Commisiion Expires: /€-7~-6 2 tate of New Mexico
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The forezoing instrurent was acknowledged before 2z this day Ci
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Nobtery Public in ond oy
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The undersizned (whether one or more) hereby acknovledze reccipt of a
copy of the Unit Agreement For the Develepment and Cperation of the Chirs Comwon
Unit Area embracing lands situated in 7 dvy County, New Mexico, witich said
coreement is dated the 29th  day of Seotember, 1964, and acknowlilige that they
nave read the come end are familisr with the terms and conditions thereof. The
undersigned aiso being the owners of the leaschold, royalty or other interest
Ia the lands or minerals embraced in seid unii area, as indicated on the schedule
aivaecned to said Unit Agreement as Exhibit "B, do hereby commit all of their

Ter
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est to the Unit Agreement and do hereby

IN WITNCSS WHEREOF, this instrument is executed by the undersigned as

e set forth in their respective acknowledgements.

PHITSDFELPAIA 07 COMPANY OF CATTRORITA

Secrelary

a5 AT -
STACE OF

CATLIFORNTA

COUNTY OF

]
b
j

KERN

The foregoing instrument was acknowledged before me this / fé day of

Yoverte , 196k , by €. E. Straonse, President of Philedelvhia 0il Company of
Californiz, a California corporation., on behalf of sald corporation.

M

v Commiss

Notary Public in and Zor  Kern
California

RUTH SCHRECKENJACH
NOTARY PUBLIC - CALIFORNIA

RUTH SCHRECKENBA(?H Notary Pubi;
\ S i
My Commissjon Expires Sep’temolf;' 23 ‘.IIgGg
t

ion Zxpires:

PRINCIPAL OFFICE ‘N
KERN COUNTY
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My Commiss

Notary Public in ana for
State of

lon Expire:
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The underszigned (vhc ror one or mor:) hereby acknovledre receipt of a
S Y ] Tl g4 A e e - TN P AT e o A Ny . N
cony of thae Unit Agrecment for tho Zovelowmment and Oneration of the
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ne same and are familior wit:
the leaschold, royalty or other intaress
in the lands or minerals embroccd in said unit crea, as indicated on the schedule

e

'3, &o nereby commit all of their

Unit Agreement and do hereby

consent thereto and ratify all of the terms and provisions thereof, exactly the

sam2 as 1S the undersigned had exccuted the original of saild Unit Agreement or 2

IN WITKESS WHEREOF, this instrument is executed by the undersigned as

=Y

o the date set forth in their respective acknowledzements.

David W, FPagerness

| Fucts Eoe R et

The foregoing instrument was acknowledged before me :h:y@{
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2nd wife, Joan ., T ~ernegsg

o, /7{

o/ 4SO Notady Public in and Tor gZfyuse

tate of Colorsdo

The foregoing instrument was acknowledged before wme this day of

fotary Public in and Jor
My Comniscicon Expires: State of
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Davelonzment and Onerstlon of the China Cenven

in TAG County, New Mexico, which said

Sooteyher , 1964, and acknowledgs that they

with the terms and conditions thereoi. The

I tre lecsehold, royalty or other interest

n said unit area, as indicated on the schedule
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nivlt "R, do hereby commit a1l of their

Univ fgreement anG &o hereby

sail ioterest to the Caira Cenvor
censent thnereco and ratify all of ¢
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couaterpart caereorf.
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Instrunent is executed by the undersigned as

ctive acxrnovwledzements.
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Lawrence C. Harris
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Marion V. Harris
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COUNTY OF owayma g
The Fforegoing instrument was acknovlcdzad before me tThis Aéégday ol
overher y 195k, by __Ievrence (. Foryig anl wife, Memion W ot

¥y Commizzion Ixpires

Notary Public in aac for
State of New ¥exic

was acknowledged before me tnis day of

I DT e E
Gy Comrission Expires:

Nocary Public in and for
State of
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The undersigned (whethor one or more) hereby acknovledre receint of &

copy of the Undt Agrecment for troe Dovelopment and Oneration of the Canvon

M {P Ny vl = ~ 7 - <
Unic Aves embra PN lands situated in

rave read the seme and ere familiar with the terms and conditions therect, Tae

undersigasd also being the owners of the leasehold, royalty or other intorest
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in the lands or minerals embraced in said unii area, as indicated on the schedule

attacncd to said Unit Agreement es Zxhipit "BY, do hereby commit all of their
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terest to the China Canyon Unit Agreement and do hereby

1
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consent thereto and ratify all of the terms and provisions thereof, exactly the

same as if the undersigned had exccuted the original of said Unit Agreement or 2
counterpart thereod.

IN WITKESS WHEREQF, this instrument is executed by the undersigned as

o the date set forth in their respective acknowledgements.

TATE OF_COLG
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COUNTY OF i

The foregoing instrument was acknowledged before me :;;;4Zr22iday of

1V, Teeernagg and wife, Joan Y. T ~ernesg
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The foregoing instrument was acknowledged before me this day of

Notary Public in and for
My Ccmalsoicn Expires: State of
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The undersigned {(whether one or nmore) hercby ackncwledge receint of &
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copy of thce Unit Agreement for the Zovelonmment and Cperation of the

H Sae A ~ - .
bnit Ares exbracing lands situated

County, New Mexico, which said

- ey m 2 e A e T e
agreenent is dated the 29th da

1, and acknowledze that they

heve read the same and are Tamilicr with the terms and conditions thereof. The
undersigrned also being the owners oi the leaseroid, royalty or other interest
in the lands or minerals embraced in =il unit aresa, as iadicated on the schedule

Tueched o said Unit Agresment oo Jnnibit "3, do hereby commit all of taeir

)

said Laoterest o tae Chirg Car-rom Univ Agreement and do herety
consent thereto and ratify all of the terms and provisions thereof, exectly the

sexe as if the undersigned had exccutzd the original of sald Unit Agreerent or a

countersert thereol.
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IN WITNS5S WHEREQF, this Instr is cizecuted by the ersigned as

oi the date set forth in their resszeuvive ackacwlecdements.
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Tre foregoing instrument was acknowledged before me this/@{_fday orl

g St et

, 1858k , by _Pecoy P, Jernines and rvskend, Horerd T, Toenimes

~f" Notdry Public in and P
Yy Cosunl Llon Bxpires: é;"/ﬂ’lf State of Texas
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The undersigned (whether cnz or mare) rereby acknowledge receipt of =

copy oF the Unit Agreement for the Davelopment and Cperation of the Chins Cenvon

jalt Area embracing lands situated in FAly Courty, New Mexico, which seld

agreement 1s dated the 29th day of Somterber, 165L, and acknowledge that they

have read the same end are familisr with the terms cnd conditions iherecf. The
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uncersigned also belng the owners of the leas i, royalty or other interest
in the londs or minerals embraced in said unit area, as indicated on the schedule

attached to said Unit Agreement as Ixhibit "3", &
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wereby commit all of their

said inverest to the China Conven Unit Agreement and do hereby

consent thereto and ratify all of the terms @nd provisions thereol, sxactly the
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he undersigned had executed vhe originel of saild Unit Agreenznl or a
counterpart thereorf.
IN WITNESS WHEREQF, this Insztrument 1ls executed by tiae undersigned as

ol the date set forth in their resjzective acknowled zements.
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iilie G, Hodges
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L. 5. Hodges (’ // f
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The foregoing instrument was scknowleiged before me this /2 - day of

, 195L , by Wiilis 1. Fodees end hasherd, L. B, Thlcag

Notary Public in ang LoT " Chaves
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le, {?QéD State of New Mexico
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