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UNIT AGREEMENT K ° f 
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, r a t i f y i n g , or consenting hereto, and herein 

referred to as the "parties hereto", 

WITNESSETH: 

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

o i l and gas interests i n the unit area subject to t h i s agreement; and, 

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, 

as amended, 30 U. S. C. Sees. 181 et seq., authorizes Federal lessees and th e i r 

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

i n c o l l e c t i v e l y adopting and operating a cooperative or unit plan of development 

or operation of any o i l or gas pool, f i e l d , or l i k e area, or any part thereof 

for the purpose of more properly conserving the natural resources thereof whenever 

determined and c e r t i f i e d by the Secretary of the I n t e r i o r to be necessary or 

advisable i n the public i n t e r e s t ; and, 

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

authorized by an Act of the Legislature (Sec. 7-11-39 N.M. Statutes 1953 Annotated) 

to consent to or approve t h i s agreement on behalf of the State of New Mexico, 

insofar as i t covers and includes lands and mineral interests of the State of 

New Mexico; and, 

WHEREAS, the O i l Conservation Commission of the State of New Mexico is 

authorized by an Act of the Legislature ( A r t i c l e 3, Chapter 65, Volume 9, Part 2, 

1953 Statutes) to approve t h i s agreement and the conservation provisions hereof; 

and, 

WHEREAS, the parties hereto hold s u f f i c i e n t interests i n the China 

Canyon Unit Area covering the land hereinafter described to give reasonably effec­

t i v e control of operations therein; and, 

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

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

ment and operation of the area subject to t h i s agreement under the terms, 
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conditions and li m i t a t i o n s herein set f o r t h ; 

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

herein contained, the parties hereto commit to th i s agreement t h e i r respective 

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

as follows: 

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of 

February 25, 1920, as amended, supra, and a l l v a l i d pertinent regulations, 

including operating and uni t plan regulations, heretofore issued thereunder or 

v a l i d , pertinent, and reasonable regulations hereafter issued thereunder are 

accepted and made a part of thi s agreement as to Federal lands, provided such 

regulations are not inconsistent with the terms of th i s agreement; and as to 

State of New Mexico and pr i v a t e l y owned lands, the o i l and gas operating regula­

tions i n effect as of the ef f e c t i v e date hereof governing d r i l l i n g 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 t h i s agreement. 

2. UNIT AREA. The area specified on the map attached hereto marked 

Exhibit "A" is hereby designated and recognized as constit u t i n g the unit area, 

containing 7,610.77 acres, more or less. 

Exhibit "A" shows, i n addition to the boundary of the unit area, the 

boundaries and i d e n t i t y of tracts and leases i n said area to the extent known to 

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

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

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

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

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

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

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

render such revision necessary, or when requested by the O i l 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 f i l e d with the Supervisor, and two (2) copies thereof shall be f i l e d 

with the State Land Commissioner and one (1) copy with the New Mexico O i l 

Conservation Commission, hereinafter referred to as "State Commission". 
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The above-described unit area shall when practicable be expanded to i n ­

clude therein any additional t r a c t or t r a c t s regarded ao reasonably necessary 

or advisable f o r the purposes of t h i s agreement, or shall be contracted to ex­

clude lands not w i t h i n any p a r t i c i p a t i n g area whenever such expansion or con­

t r a c t i o n i s necessary or advisable to conform with the purposes of t h i s agree­

ment. Such expansion or contraction shall be effected i n the following manner: 

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

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

the State Land Commissioner, a f t e r preliminary concurrence by the Director, 

s h a l l prepare a notice of proposed expansion or contraction describing the con­

templated changes i n the boundaries of the unit area, the reasons therefor, and 

the proposed e f f e c t i v e date thereof, preferably the f i r 6 t 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 w i l l be allowed for submission to 

the Unit Operator of any objections. 

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

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

f i l e d w ith the Unit Operator, together with an application i n s u f f i c i e n t number, 

for approval of such expansion or contraction and w i t h appropriate joinders. 

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

or contraction s h a l l , upon approval by the Director, the State Land Commissioner 

and the State Commission, become ef f e c t i v e as of the date prescribed i n the 

notice thereof, 

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

ment survey or i t s nearest l o t or t r a c t equivalent i n instances of i r r e g u l a r 

surveys, however, unusually large l o t s or t r a c t s shall be considered i n mul­

t i p l e s of 40 acres, or the nearest aliquot equivalent thereof, f o r the purpose of 

elimination under t h i s subsection), no parts of which are e n t i t l e d to be i n a 

p a r t i c i p a t i n g area w i t h i n f i v e years a f t e r the f i r s t day of the month following 



the o f A c t i v e date of the f i r s t i n i t i a l p a r t i c i p a t i n g area established under this 

unit agreement, shall be eliminated automatically from t h i s agreement, effective: 

as of the f i r s t day thereafter, and such lands shall no longer be a part of the 

unit area and shall no longer be subject to t h i s agreement, unless at the expira­

ti o n of said five-year period d i l i g e n t d r i l l i n g operations are i n progress on 

unitized lands not e n t i t l e d to p a r t i c i p a t i o n , i n which event a l l such lands shall 

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

d i l i g e n t l y , with not more than 90 days time elapsing between the coir.plet.ion of 

one such well and the commencement of the next such w e l l , except that the time 

allowed between such wells shall not expire e a r l i e r than 30 days a f t e r tha expira­

t i o n of any period of time during vhich d r i l l i n g operations are prevented by a 

matter beyond the reasonable control of unit operator as set f o r t h i n the section 

hereof e n t i t l e d "Unavoidable Delay;" provided that a l l legal subdivisions of lands 

not i n a p a r t i c i p a t i n g area and not e n t i t l e d to become pa r t i c i p a t i n g under the 

applicable provisions of t h i s agreement wi t h i n ten years a f t e r taid f i r s t i&y ell 

the month following the e f f e c t i v e date of said f i r s t i n i t i a l p a r t i c i p a t i n g «a« 

shall be eliminated as above specified. Determination of creditable "Unavoidable 

Delay" time s h a l l be made by Unit Operator and subject to approval of tha »£rsc:;cr 

and the State Land Commissioner. The Unit Operator s h a l l , w i t h i n 90 days aft e r 

the e f f e c t i v e date of any elimination hereundert describe the area so eliminates 

to the s a t i s f a c t i o n of the.Director and the Commissioner and promptly n o t i f y a l l 

parties i n i n t e r e s t . 

I f conditions warrant extension of the ten-year period specified i n t h i s 

cub-section 2 (e) , a single extension of not to exceed two years TTUV 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 royalty i n t e r e s t * (sxel ^ 

sive of the basic royalty interests of the United States), en a t o t a l nonpsrtici-

pating-acreage basis, respectively f w i t h approval of tha Director, and the Stat* 

Land Commissioner provided such extension application i s submitted to the 

Director and to the State Land Commissioner not l a t e r than 60 days p r i o r to the 

expiration of said ten-year period. 

Any expansion of the unit area pursuant to t h i s section which embraces 

lands thereto fore eliminated pursuant to t h i s sub-section 2 (e) s h a l l not be con­

sidered automatic commitment, or recommitment of such lands. 
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3- UNITIZED LAND AMD UNITIZED- SUBSTANCES. A l l land committea ',o this 

agreement shall constitute land referred to herein as "unitize:! land" or "land 

subject to this agreement." A l l o i l and gas i n any and a i l f conations of the 

unitized land are unitized under the terms of this agreement and herein are 

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 commit 

to this agreement a l l interests In unitized substances vested i n them and agrees 

and consents to accept the duties and obligations of Unit Operator for discovery, 

development and production 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 i r i unitized sub­

stances, and the terra "working interest owner" when used herein shall include or 

refer to Unit Operator as the owner of a working interest when such an interest 

i s owned by him. 

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have 

the right to resign at any time prior to the establishment of a participating 

area or areas hereunder, but such resignation shall not become effective so as 

to release wait Operator from the duties and obligations of Unit Operator and 

terminate Unit Operator's rights as such for a period of six months after 

notice of intention to resign has been served by Unit Operator on a l l working 

interest owners and the Director, the State Land Commissioner and State Com­

mission and u n t i l a l l wells then d r i l l e d hereunder are placed i n a satisfactory 

condition for suspension or abandonment whichever is requied by the Supervisor 

as to Federal lands and by the State Commission as to State 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 Operator 

prior to the expiration of said period. 

Unit Operator shall have the right to resign i n like manner and subject 

to like limitations, as above provided, at any time a participation area estab­

lished hereunder is i n existence, but, i n a l l instances of resignation or removal, 

u n t i l a successor Unit Operator is selected and approved as hereinafter provided, 

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

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

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

action to be taken hereunder. 



The resignation <>i Unit operator shall not release Unit Operator from 

.any l i a b i l i t y for any default by i t hereunder occurring prior to the effective date 

of i t s resignation. 

The Unit Operator may, upon default or f a i l u r e i n the performance of ice 

duties or obligations hereunder, be subject to removal by the same percentage 

vote of the aimers of working interests determined i n l i k e manner as herein 

provided for the selection of a new Unit Operator. Such removal shall be effec­

t i v e upon notice thereof to the Director and the State Land Commissioner. 

The resignation or removal of Unit Operator under t h i s agreement shall 

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

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

Operator becoming e f f e c t i v e , such Unit Operator shall deliver possession of a l l 

equipment« materials, and appurtenances used i n conducting the unit operations 

and owned by the working interest owners to the new duly q u a l i f i e d successor 

Unit Operator or to the owners thereof i f no such new Unit Operator is elected, 

to be used for the purpose of conducting u n i t operations hereunder. Nothing 

herein shall be construed as authorizing removal of any material , equipment 

and appur"finances needed for the preservation of any wells. 

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender 

his or i t a resignation as Unit Operator, or shall be removed as hereinabove 

provided, or a change of unit operator i s negotiated by working interest owners, 

the owners of the working interests i n the p a r t i c i p a t i n g area or areas 

according to t h e i r respective acreage interests i n such p a r t i c i p a t i n g area or 

areas, or u n t i l a pa r t i c i p a t i n g area shall have been established, the owners of 

the working interests according to t h e i r respective acreage interests i n a l l 

unitized land, s h a l l by majority vote select a successor Unit Operator; provided 

that, i f a majority but less than 75 per cent of the working interests q u a l i f i e d to 

vote are owned by one party to t h i s agreement, a concurring vote of one or more 

additional working in t e r e s t owners shall be required to select a new operator. 

Such selection s h a l l not become effective u n t i l : 

(a) a Unit Operator so selected shall accept i n w r i t i n g the duties and 

res p o n s i b i l i t i e s of Unit Operator, and 

(b) the selection shall have been f i l e d with the Supervisor and approved 
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by Che State Land Commissioner. I f no successor UniC Operator in selected and 

qualified as herein provided, the Director and State Land Commissioner at their • 

election may declare this Unit Agreement terminated. 

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. I f the Unit 

Operator is not the sole owner of working intereats, costs and expenses incurred 

by Unit Operator in conducting unit operations hereunder shall be paid and 

apportioned among aad borne by the owners of working interests, a l l in 

accordance with the agreement or agreements entered into by and between the 

Unite Operator and tha owners of working Interests, whether one or more, separately 

or collectively. Any agreement or agreements entered into between the working 

interest owners and tha Unit Operator as provided i n this section, whether one 

or more, are herein referred to as the "&nit operating /dgreement." Such unit 

operating agreement ahall also provide the manner i n which the working interest 

owners shall be entitled to receive their respective proportionate and allocated 

8hare 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 end the working interest owners 

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

no such unit operating agreement shall be deemed either to modify any of the 

terms and conditions of thia unit agreement or to relieve tha Unit Operator of 

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

any inconsistency or conflict between the unit agreement and the unit operating 

agreement, this unit agreement shall prevail. Three (3) true copies of any unit 

operating agreement executed pursuant to thi3 section should be f i l e d 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 a l l rights of the parties hereto which are necessary or convenient 

for prospecting for, producing, storing, allocating, and distributing the unitized 

substances are hereby delegated to and shall be exercised by the Unit Operator as 

herein provided. Acceptable evidence of t i t l e to said rights shall be deposited 

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



d e f i n e the r i g h t s , p r i v i l e g e s , and o b l i g a t i o n s of U n i t Operator. Nothing h e r e i n , 

however, s h a l l be construed to t r a n s f e r t i t l e to any land or t o any lease or 

op e r a t i n g agreement, i t being understood t h a t under t h i s agreement the U n i t 

Operator, i n i t s capacity as U n i t Operator, s h a l l exercise the r i g h t s of posses­

sion and use vested i n the p a r t i e s hereto only f o r the purposes h e r e i n s p e c i f i e d . 

9. DRILLING TO DISCOVERY. W i t h i n s i x months a f t e r the e f f e c t i v e date 

hereof, the U n i t Operator s h a l l begin to d r i l l an adequate t e s t w e l l at a l o c a t i o n 

approved by the Supervisor i f on Federal land or by the State Land Commissioner 

i f on State land, or by the State Commission i f on p r i v a t e l y owned land, unless 

on such e f f e c t i v e date a w e l l i s being d r i l l e d comformably w i t h the terms hereof, 

and t h e r e a f t e r continue such d r i l l i n g d i l i g e n t l y u n t i l the Siluro-Devonian forma­

t i o n has been t e s t e d or u n t i l at a lesser depth u n i t i z e d substances s h a l l be 

discovered which can be produced i n paying q u a n t i t i e s ( t o - w i t : q u a n t i t i e s s u f f i ­

c i e n t to repay the costs of d r i l l i n g and producing operations, w i t h a reasonable 

p r o f i t ) or the U n i t Operator s h a l l at any time e s t a b l i s h t o the s a t i s f a c t i o n of the 

Supervisor i f on Federal land, or the State Land Commissioner i f on State land, or 

of the State Commission i f on p r i v a t e l y owned land, t h a t f u r t h e r d r i l l i n g of said 

w e l l would be unwarranted or i m p r a c t i c a b l e ; provided however, t h a t U n i t Operator 

s h a l l not i n any event be required to d r i l l said w e l l t o a depth i n excess of 11,300 

f e e t . U n t i l the discovery of a deposit of u n i t i z e d substances capable of being 

produced i n paying q u a n t i t i e s , the U n i t Operator s h a l l continue d r i l l i n g d i l i g e n t l y 

one w e l l at a time, a l l o w i n g not more than s i x months between the completion of 

one w e l l and the beginning of the next w e l l , u n t i l a w e l l capable of producing 

u n i t i z e d substances i n paying q u a n t i t i e s i s completed to the s a t i s f a c t i o n o f said 

Supervisor i f i t be on Federal land or of the State Land Commissioner i f on State 

land or the State Commission i f on p r i v a t e l y owned land or u n t i l i t i s reasonably 

proved t h a t the u n i t i z e d i .i.xs i s incapable of producing u n i t i z e d substances i n 

paying q u a n t i t i e s i n the formations d r i l l e d hereunder. Nothing i n t h i s s e c t i o n 

s h a l l be deemed to l i m i t the r i g h t of the U n i t Operator to r e s i g n as provided i n 

Section 5 hereof, or as r e q u i r i n g U n i t Operator to commence or continue any 

d r i l l i n g d u r i n g the period pending such r e s i g n a t i o n becoming e f f e c t i v e i n order 

t o comply w i t h the requirements of t h i s s e c t i o n . The D i r e c t o r and State Land 
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Commissioner may modify Che d r i l l i n g requirements of this section by granting 

reasonable extensions of Cime when, i n the i r opinion, such action is warranted. 

Upon f a i l u r e to comply with tha d r i l l i n g provisions of this section, the 

Director and State Land Commissioner may, aft e r reasonable notice to the Unit 

Ci;ai:..<.or, and each working interest owner, lessee, and lessor at t h e i r last 

known addresses, declare t h i s unit agreement terminated. 

10. FLAN OF FURTHER DEVELOPMENT AND OPERATION. Within s ix months after 

completion of a well capable of producing unitized substances i n paying quantities, 

the Urri:: Operator shall submit for tha approval of the Supervisor and the State 

Lar-d Ccmndssioner an acceptable plan of development and operation f o r the unitized 

land which, when approved by the Supervisor and the State Land Commissioner, shall 

constitute the further d r i l l i n g and operating obligations of the Unit Operator 

ur.aar thi« .agsee&eat for the period specified therein. Thereafter, from time 

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

svbsii. for the approval of the Supervisor and the State Land Commissioner a plan 

for an additional specified period for the development and operation of the 

t,3r„?.ri2-23 land. Any plan submitted purs.umt to thi s section shall provide for Che 

fcjoiciaiija of the unitized area and for the d i l i g e n t d r i l l i n g necessary f o r 

datereiniiV ion of the area or areas thereof capable of producing unitized substances 

i n paying quantities i n each and every productive formation and shall be as 

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

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

o i l and gas resources of the unitized area and sha l l : 

(a) specify the number and location of any wells to be d r i l l e d and the 

proposed order and time for such d r i l l i n g ; and, 

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

necessary and advisable for the proper conservation of natural resources. Sepa­

rate plans may be submitted for separate productive zones, subject tc the 

approval of the Supervisor and the State Land Commissioner. Said plan or plans 

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

or to protect the interests of a l l parties to t h i s agreement. Reasonable diligence 

sh a l l be exercised i n complying with the obligations of the approved plan of develop 

ment. The Supervisor and State Land Commissioner are authorized to grant a 



reasonable fx tension of the six-month period herein prescribed for nubmf r.fiion 

of an L r i t i a l plan of development where such action ts j u s t i f i e d because of 

unusual conditions or circumstances. After completion hereunder of a wall capable 

of producing any unitized substance i n paying quantities, no further wells, except 

such as may be necessary to afford protection against operations not under t h i s 

arre-snc^t t r .inch ;*s vs-ty h i sped f i c a l l y approved by the Supervisor ;.nd the 

Htate CoTOiissSoner shall be d r i l l e d except i n accordance vir,?! a pi-in of 

1". ?AT3rXQXrATI0i-: i»T'TER DISCOVERY, Upon completion cv <: «>.;.: capable 

©* p• -* -.-c" ;i^ u-uk".• -uk suhntaaces i n paying quantities, the Unit Operator shall 

with:;n ths --;s'-.»':h k: juch completion, i f practicable, or as soon thsreai-ar as 

vftu-ir-k b«« tha Supervisor or the State Land Comni.ssioner submit for approval 

by the ̂xr,'f:»rs?r and the State Land Commissioner a schedule, based on sub­

divisions of the public land survey or aliquot parts chereof cZ i»il u.vi.-J.:.i;J 

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

paying qu.-int.lt • a l l lands i n said schedule on approval of the Diract >r 

and the State Lead Commissioner to constitute a p a r t i c i p a t i n g area, effective 

f,r. ;k; date ••>£ completion of such well or the ef f e c t i v e data of the unit 

agraen-;;;^ ufcichevai: i s Ister,, Tha acreages of both Federal and non-Federal, 

lour;; S: k l ;•. :• >.-isyd upon appropriate computations from the courses and distances 

shown on the last approved public land survey as cf the ef f e c t i v e date of the 

i n i t i a l p a r t i c i p a t i n g area. Said schedule also shall set f o r t h the percentage of 

unitized sxibst t tcw to be allocated as herein provided to each unitized tract i n 

the p a r t i c i p a t i n g area so established, and sha l l govern the allocation of production 

fror.-, and a f t e r the date the p a r t i c i p a t i n g area becomes e f f e c t i v e . A separate p a r t i ­

cipating area sh a l l be established i n l i k e manner f o r er.ch separate pool or deposit 

of unitized substances or f o r any group thereof produced as a single pool or r,or.e, 

and any two or more p a r t i c i p a t i n g areas so established may be combined i n t o one 

wi t h the consent of the owners of a l l working interests i n the lands w i t h i n the 

p a r t i c i p a t i n g areas so to be combined, on approval of the Director and the State 

Land Commissioner. The p a r t i c i p a t i n g area or areas so established shall be revisrd 

from time co time, subject to l i k e approval, whenever such action appears proper 

as a result of further d r i l l i n g operations or otherwise, to include additional 

land then regarded as reasonably proved to be productive i n paying quantities, 
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or to exclude land then regarded as reasonably provrd not to be productive in 

paying quantities and the percentage of allocation shall also be revised accor­

dingly. The effective date of any revision shall be the first of the month in 

which is obtained the knowledge or information on which such revieievi is predicated, 

provided, however, that a more appropriate effective date may be used if justified 

by the Unit Operator and approved by the Director and the State Land Commissioner. 

Ko land shall be excluded from a participating area on account of depletion 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 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 a l l payments affected 

thereby may be impounded in a manner mutually acceptable to the owners of 

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

Mexico, which shall be determined by the Supervisor 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 Land Commissioner respectively, to be held as unearned 

money until a participating area is finally approved and then applied as earned 

or returned in accordance with a determination of the sum due as Federal and 

State royalty on the basis of such approved participating area. 

Whenever i t 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 

drilled 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 i t is situated in a 

participating area is unwarranted, production from such well shall, for the pur­

poses of settlement among a l l parties other than working interest owners, be 



ailocsted to the land on vliich the well is located so long as such land is not 

within a participating area established for the pool or deposit from 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 PRODUCTION. A l l 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 

g r i l l i n g , operating, camp and other production or development purposes, for 

repraesuring or recycling in accordance with a plan of development approved by 

tht? Supervisor* and State Land Commissioner and the State Commission, or 

unavoidably lost, shall be deemed to be produced equally on an acreage basis 

from tha several tracts of unitized land of the participating area established for 

jucb production and, for the purpose of determining any benefits accruing under 

this agreement, each such tract of unitized land shall have allocated to i t such 

percentage of said production as the number of acres of such tract included in 

said participating area bears to the total acres of unitized land in said p a r t i c i ­

pating area, except that allocation of production hereunder for purposes other 

than for s/ctlement of tne royalty, overriding royalty, or payment out of pro­

duction obligations of the respective working interest owners, shall be on the 

basis prescribed in the unit operating agreement whether i n conformity with 

the basis of allocation herein set forth or otherwise. I t is hereby agreed tbat 

production of unitized substances from a participating area shall be allocated 

as provided herein regardless of whether any wells are d r i l l e d on any particular 

part or tract of said participating area. I f any gas produced from one p a r t i c i ­

pating area is used for repressuring or recycling purposes i n another p a r t i c i ­

pating area, the f i r s t gas withdrawn from such last-mentioned participating 

area for sale during the l i f e of this agreement shall be considered to be the gas 

so transferred u n t i l an amount equal to that transferred shall be no produced 

for sale and such gas shall be allocated to the participating area from which 

i n i t i a l l y produced as constituted at the time of such fi n a l production. 

13. DEVELOPMENT OR OPERATION OF 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 



the Supervisor as to Federal land, the State Land Commissioner as to State Land, 

and the State Commission as to privately owned land, and subject to the pro­

visions of the Unit Operating Agreement, at such party's or parties' sole risk, 

costs, and expense d r i l l 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 

said party of his intention to d r i l l the well the Unit Operator elects and 

commences to d r i l l such 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 i t is situated may properly be included 

in a participating area, such participating area shall be established or enlarged 

a6 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 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 a l l 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 regulations. 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 
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calendar month; provided, however, that nothing herein contained .shall operate 

to relieve the lessees of any land from t h e i r respective lease obligations for the 

payment of any royalties due under th e i r leases. 

I f gas obtained from lands not subject to this agreement is introduced 

into any pa r t i c i p a t i n g area hereunder, for use In repressuring, stimulation of 

production, or increasing ultimate recovery, which shall be in conformity with 

a plan f i r s t approved by the Supervisor, the State Land Commissioner, and the 

State Commission, a l i k e amount of gas, after settlement as herein provided 

for any gas transferred from any other pa r t i c i p a t i n g area and with due allow­

ance fCi' loss or depletion from any cauae, may be withdrawn from the formation 

i n t o which She gas was introduced, royalty free as to dry gas, but not as to 

the products extracted therefrom; provided that such withdrawal shall be at such 

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

to by the Supervisor, the State Land Commissioner and the State Commission as 

conforming to good petroleum engineering practice; and provided further, that such 

r i g h t of withdrawal shall terminate on the termination of t h i s unit agreement. 

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

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

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

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

or at such lower rate or rates as may be authorized by law or regulations; 

provided, that f o r leases on which the royalty rate depends on the d a i l y average 

production per w e l l , said average production shall be determined i n accordance 

with the operating regulations as though each p a r t i c i p a t i n g area were a 6ingle 

consolidated lease. 

Royalty due on account of State of New Mexico and pri v a t e l y owned lands, 

sh a l l be computed and paid as to a l l 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 working interest owners responsible therefor 

under existing contracts, laws, and regulations, provided that nothing herein 

contained s h a l l operate to relieve the lessees of any land from t h e i r respective 

lease obligations f o r the payment of any ren t a l or minimum royalty i n l i e u thereof 
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due under their leases. Rental or minimum royalty tor lands of the United States 

subject to this agreement shall be paid at the rate specified in the respective 

leases from the United States unless such rental or minimum royalty is waived, 

suspended, or reduced by law or by approval of the Secretary or his duly authorized 

representatives 

ftsr„££.ls on State of New Mexico lands subject to this agreement shall be 

paid at the rates specified in the respective leases. 

With respect to any lease on non-Federal land containing provisions 

which would terminate such lease unless d r i l l i n g operations were within the 

time therein specified commenced upon the land covered thereby or rentals 

paid for the privilege of deferring such d r i l l i n g operations, the rentals required 

thereby shall, notwithstanding any other provision of this agreement, be deemed 

to accrue and become payable during the terra therof as extended by this agree­

ment and thereafter u n t i l the required d r i l l i n g operations are commenced upon the 

land covered thereby or some portion of such land is included within a p a r t i c i ­

pating area. 

16. CONSERVATION. Operations hereunder and production of unitized 

s 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 to ..-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 f a i r 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, conditions 

and provisions of a l l leases, subleases and other contracts relating to explor­

ation, d r i l l i n g , development or operations for o i l or gas on lands committed to 

this agreement are hereby expressly modified and amended to the extent necessary to 

make the same conform to the provisions hereof, but otherwise to remain i n f u l l 

force and effect; and the parties hereto hereby consent that the Secretary as to 

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



by his approval hereof, or by the approval hereof by his duly av-chori y.od repre­

sentative, does hereby establish, a l t e r , change or revoke the d r i l l i n g , producing, 

r e n t a l , minimum royalty and royalty requirements of Federal and State leases 

committed hereto and the regulations i n respect thereto to confirm s-^id requirement 

to tha provisions of t h i s agreement a\-d. without l i m i t i n g the generality of the 

foregoing; a l l leases, subleases, snd contracts are p a r t i c u l a r l y modified in 

accordance with the following: 

(A) The development and operation of lands subject to rhis agreement 

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

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

t r a c t subject to t h i s agreement, regardless of whether there i s »r>y development of 

any p a r t i c u l a r part or t r a c t of ths unit area, notwithstanding anything to the con­

tr a r y i n any lease s operating agreement or ether contract by and between the partie 

h?reto, or their respective predecessors i n in t e r e s t , or any of them. 

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

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

benefit of each and every t r a c t of unitized land, and no lease shall be deemed to 

expire by reason of f a i l u r e to d r i l l or produce wells situated on the land therein 

embraced, 

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

pursuant to d i r e c t i o n or consent of the Secretary and the State Land Commissioner 

or t h e i r duly authorized representative, shall be deemed to constitute such 

suspension pursuant to such d i r e c t i o n or consent as to each and every t r a c t of 

unitized land. 

(d) Each lease, sublease or contract r e l a t i n g to the exploration, d r i l l ­

ing, development or operation for o i l or gas of lands, other than those of the 

United States and State of New Mexico, committed to t h i s agreement, which, by i t s 

terms might expire p r i o r to the termination of t h i s agreement, i s hereby extended 

beyond any such term so provided therein so that i t shall be continued i n f u l l 

force and e f f e c t "for and during the term of t h i s 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 i s made subject to t h i s agreement 

shall continue i n force beyond the term provided therein u n t i l 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 hereto, 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 ev?nc 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 le&ae av*6 «v« being diligently prosecuted at that time, such lease 

shall be extended for z\m years ar.d so long thereafter as oil or gas is produced 

in pay .ag quantities in accordance with the provisions of the Mineral Leasing 

Act Revisit?: n£ ij&'O. 

{f..- &AC"A sublease or contract ra l u t i n g to the operation and development 

of unit'i.«sd teutscsnces from lands of the United States commie ted to t h i s agree­

ment, which by i t s terms would expire pr i o r to the time at which the underlying 

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

extended beyond ary such term so provided therein so that i t shall be continued i n 

f u l l force and ef f e c t for and during the term of the underlying lease as such term 

is hex i i i i - ; extended. 

{;,) Any lease embracing lands of che State of New Mexico which i s made 

subjiiCt to i h i s agreement, shall continue i n force beyond the term provided 

therein as to the lands committed hereto u n t i l the termination hereof. 

(h) Tha segregation of any Federal lease committed to th i s agreement i s 

governed by the following provision i n 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 ( u n i t ) plan 

embracing lands that are i n part wit h i n and i n 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 ef f e c t i v e date of u n i t i z a t i o n : Provided, 

however, that any such lease as to the nonunitized portion shall continue i n force 

and e f f e c t for the term thereof but for not less than two years from the date of 

such segregation and so long thereafter as o i l or gas i s produced i n paying 

quantities." 
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( i ) Any lease embracing lands of the State of New Mexico having only a 

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

committed and the portion not committed, and the 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, avy lease embracing lands of the State of New Mexico having 

only a portion of i t s lands ccEsaittsid tier a to shall continue i n f u l l force and • 

effect beyond the teria provided chare i n as to a l l lands embraced in such lease, 

i f o i l or gas i s discovered *»rsd :'.-=> capable of being produced i n paying quantities 

from soae part o; -lac- lands embraced i n auch lease at the expiration of the 

secondary teru of suw. laasa; or i f , at the expiration of the secondary term, the 

Lessee or ta;. !*-..it Speracor XB then engaged ir. bona fide d r i l l i n g or reworking 

operations i>-/s <s©ae part of the lands embraced i n such lease, the same, as to a l l 

lands embraced therein, shall remain in f u l l force and effect so long as such 

operations are being d i l i g e n t l y prosecuted, and i f they res u l t i n the production 

of o i l or gas, eai.. lease shall continue i n f u l l force and effect as to a l l the 

lands embraced therein, so long thereafter as o i l or gas i n paying quantities i s 

being produced ixoiu any portion of said lands. 

ly , RUN WITH LAND. The covenants herein shall be construed Co 

be covens;;.:a running with the land with respect to the interest of the parties 

hereto and their successors i n interest u n t i l this agreement terminates, and any 

grant, transfer or conveyance of interest i n land or leases subject hereto shall 

be and hereby is conditioned upon the assumption of a l l privileges and obligations 

hereunder by the grantee, transferee or other successor i n interest. No assign­

ment or transfer of any working i n t e r e s t , royalty or other interest subject hereto 

shall be binding upon Unit Operator u n t i l the f i r s t day of the calendar month 

afte r Unit Operator i s furnished with the o r i g i n a l , photostatic or c e r t i f i e d 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 f i v e 

(5) years from said e f f e c t i v e date unless: 

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

Land Commissioner, or 

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



term or any extension thereof Iliac the unitized land is incapable of production 

of unitized substances i n paying quantities i n the formations tested hereunder 

and a f t e r notice of intent i o n to terminate the agreement on such ground is ;>iven 

by the Unit Operator to a l l parties i n interest at t h e i r last known addresses, 

the agreement ie terminated with the approval of the Director and State Land 

Commissioner, or 

(c) a valuable discovery of unitized substances has been made or accepted 

on unitized land during said i n i t i a l term or any extension thereof, in which 

event the agreement shall remain i n effect for such term and so long as unitized 

substances can be produced i n quantities s u f f i c i e n t to pay for the cost of 

producing same from wells on unitized land with i n any pa r t i c i p a t i n g area established 

hereunder and, should production cease, so long thereafter as d i l i g e n t operations 

are i n progress f o r the restoration of production or discovery of new production 

and so long thereafter as the unitized substances s© discovered can be produced 

as aforesaid, or 

(d) i t i s terminated as heretofore provided i n t h i s agreement. This 

agreement may be terminated at any time by not less than 75 per centum, on an 

acreage 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 a l l parties hereto. 

21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The Director is 

hereby vested w i t h authority to a l t e r or modify from time to time i n his discre­

t i o n the quantity and rate of production under t h i s agreement when such quantity 

and rate i s not fixed pursuant to Federal or State law or does not conform to 

any state-wide voluntary conservation or all o c a t i o n program which i s established, 

recognized and generally adhered to by the majority of operators i n such State,, 

such authority being hereby li m i t e d to a l t e r a t i o n or modification i n the public 

i n t e r e s t , the purpose thereof and the public interest to be served thereby to be 

stated i n the order of a l t e r a t i o n or modification. Without regard to the fore­

going, the Director i s also hereby vested w i t h authority to a l t e r or modify from 

time to time at his dis c r e t i o n the rate of prospecting and development and the 

quantity and rate of production under t h i s agreement when such a l t e r a t i o n or 

modification i s i n the interest of attai n i n g the conservation objectives stated 
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i n thia agreement and Is not i n violation of any applicable Federal or State l a y 

provided further that no uuch alteration or modification ohall be effective co to 

any I ami of the State of New Mexico aa to the rate of prospecting and developing 

i n the absence cf the specific written approval thereof by the State Land Commis­

sioner aad as to tha lands of tT-e Szc^a of Kew Mexico or privately owned lands 

subject t& zkts agreement «s to the quantity and rate of production i n the absence 

of specific written approval tbevcctf -»y the State Commissions 

Powers i n this section v&ctad ia the Director shall only be exercised 

after notice to m i t Operator ard opportunity for hearing to be held not S<?ss than 

f i f t e e n (15) days from notice v 

£2. CONFLICT 0? STORKVTSXGN. kal&twr the Unit Operator nor tha vosrkias 

interest (SfcnerR *̂ or any o£ thesa sii&il ie Euaj-iet to SE;V for£eXture, termination 

or expiration of any rights hereunder or undar any leases or contracts subject • 

hereto, or to any penalty or l i a b i l i t y on account or delay f a i l u r e i n •ahole 

or i n part to cor.*piy with any applicable provision thereof to the extent that tha 

unit Operator, working interest owners or any of them are hindered, delayad or 

prevented from complying therewith by reason of fail u r e of the Unit Operator to 

obtain itt the exercise of due diligence, the concurrence of proper represewtativee 

of the ImiL&d States aad propar reprsserat^civas at" the Stcte of New Mexico i n $ni 

about any m t t e r s or thing concerning which i t is required herein that such 

concurrence be obtained. The parties 'hereto, Including the State Commission, 

agree that a l l powers and authority vested i n the State Commission i n and by any 

provisions of this agreement are vested ir. the State Commission and shall be 

exercised by i t pursuant to the provisions of the laws of the State of New Mexico 

and subject ia any eass to appeal or j u d i c i a l review as my now or hereafter be 

provided by the laws of the State of New Mexico* 

23. APPEARANCES. Unit Operator sha l l , after notice to other parties 

affected, have the ri g h t to appear for and ca behalf of any and a l l interests 

affected hereby before the Department of I n t e r i o r , the Commissioner of Public Ltf.ns.f9 

of the State of New Mexico and the New Mexico OiI Conservation Commission and t r 

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

Land Commissioner or State Commission or to apply for r e l i e f from any of said 

regulations or i n any proceedings relative to operations before the Department or 

the I n t e r i o r , the State Land Commissioner or State Commission or any other legally 

constituted authority; provided, however, that any other Interested party shall 

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



24. NOTICES. A l l notices, demands or statements required hereunder 

to be given or rendered to the parties hereto shall be deemed f u l l y given i f given 

in writing and personally delivered to the party or sent by postpaid registered 
ml , 

mail or c e r t i f i e d mail, addressed to such party or parties at their respective 

addresses m t f o r t h i n connection with the signatures hereto or the r a t i f i c a t i o n 

or cotia&isfe hereof or to such other address as any such party may haw furnished 

its writing t© filvs pAtty eanding the notice, demand or statement. 

25» KO WAIVER OF CERTAIN RIGHTS0 Nothing in this agreement contained 

ateall j*® 'Csrsstrasd as a waiver by any party hereto of the right to assert any 

legal or coa&titaiional right or defense as to the v a l i d i t y or i n v a l i d i t y of 

any lav* ©f the state wherein said unitized lands are located, or of the United 

States* ©r regulations issued thereunder i i i any way affecting such party, or as 

& waiver %y any stxh party of any right, beyond his or i t s authority to waive. 

26. UNAVOIDABLE DELAY. A l l obligations under this agreement requiring 

the Unit Operator to commence or continue d r i l l i n g or to operate on or produce 

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

suspended while, but only so long as, the Unit Operator despite the exercise of 

due x m.d diligence is prevented from complying with such obligations, in whole 

or I K part, by Strikes, acts of God, Federal, State or Municipal law or agencies, 

unavoidable accidents, uncontrollable delays i n transportation, i n a b i l i t y to ob­

tain necessary materials i n open market, or other matters beyond the reasonable 

control of the Unit Operator whether similar to matters herein enumerated or not. 

27. NONDISCRIMINATION. In connection with the performance of work under 

this agreement, the operator agrees to comply with a l l 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 t i t l e to any tract of unitized land 

shall f a i l and the true owner cannot be induced to j o i n i n 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 t i t l e . I n the event of a dispute as to t i t l e as to any 

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

delivery on account thereof may be withheld without l i a b i l i t y for interest u n t i l 

the dispute i s f i n a l l y settled; provided, that, as to Federal and State land or 



ioa;;-es, no payments or funds due the United States or the Slate of dev/ Mexico 

should !;e withheld, but such funds of the United States shall be deposited as 

directed by the Supervisor, and such funds of the State of Nov; Mexico shall be 

deposited as directed by the State Land Commissioner, to he held nu unearned 

money pending f i n a l settlement of the t i t l e dispute, and then applied ar. earned 

or r*i-;ut."ur! *« accordance with such f i n a l settlement. 

Operator as such I B relieved from any res p o n s i b i l i t y for any defect 

oi „ a' 1 Jv z'i any t i t l e hereunder, 

t;zy 'JOXBDER AND SSBSBVwEHT JOINDER, I f tho owner of any substantial 

s K trccc w i t h i n tho unit area f a i l s or refuses to subscribe or consent 

t s^x^nS, the owner of the worS'i.:^ .= nearest i n that t r a c t may withdraw 

e-.-id f ^ chie agreemant by w r i t n o t i c e t o the Director, the State Land 

Co..:u:i j•-.•nc v - aad che Unit Operator p r i o r to the approval of t h i s agreement by 

the Director. Any o i l or gas interests i n lands w i t h i n the unit area not 

ccrsaitted hereto p r i o r to submission of thi s agreement for f i n a l approval may 

u.erewrt:?r be cocr-nitted hereto by the owner or owners thereof subscribing or 

consenting to thi s agreement, and, i f tha interest i s a working in t e r e s t , by 

the : • cf such interest also subscribing ro -ht unit operating agreement, 

A i t er ,v . .itioiss are commenced hereunder,, tha r i g h t of subsequent joinder, as 

p:»-vica-i tr.is section, by a working interest owner i s subject to such retirements 

or approvals, i f any, pertaining to such joinder, as may be provided for i n the 

unit operating agreement. After f i n a l approval hereof, joinder by a non-working 

in t e r e s t owner must be consented to i n w r i t i n g by the working interest owner 

committed hereto and responsible for the payment of any benefits that may accrue 

hereunder ia behalf of such non-working i n t e r e s t . Joinder by any owner of a non-

working i n t e r e s t , at any time, must be accompanied by appropriate joinder by the 

owner of the corresponding working interest i n order f o r the interest to be regarded 

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

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

agreement, i f more than one committed working interest owner i s Involved, i n order 

for the interest to be regarded as committed to t h i s unit agreement. Except as 

may otherwise herein be provided, subsequent joinders to t h i s agreement shall be 

effe c t i v e as of the f i r s t day of the month following the f i l i n g with the Supervisor, 

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

. •>?_ 
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Ŝ SCOu-'Sic*:-. ' CERTIFICATION—DETERMINATION 

14-08-0001 86 58 
Pursuant to the authority vested in the Secretary of 

4 

Interior, under the act approved February 25, 1920, 41 Stat. 437, as -

amended, 30 U. S. C. sees. 181, et seq., and delegated to the • j 
< i 

Director of the Geological Survey pursuant to Departmental Order 

No. 2365 of October 8, 1947, I do hereby: 

A. Approved the attached agreement for the development and 

operation of the China Canyon Unit Area, 

State of New Mexico . 

B. Certify and determine that the unit plan of development 

and operation contemplated in the attached agreement is necessary and 

advisable i n 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 a l l Federal 

leases committed to said agreement are hereby established, altered, 

changed, or revoked to conform with the terms and conditions of this 

agreement. 

Dated F E B 1 5 1965 

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, 1954, by 

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

referred to as the "parties hereto", 

WITNESSETH: 

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

o i l and gas interests i n the unit area subject to t h i s agreement; and, 

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, 

as amended, 30 U. S. C. Sees. 181 et seq., authorizes Federal lessees and their: 

representatives to unite with each other, or j o i n t l y or separately with others,: 

i n c o l l e c t i v e l y adopting and operating a cooperative or unit plan of developmenjt 

or operation of any o i l or gas pool, f i e l d , or l i k e area, or any part thereof 

for the purpose of more properly conserving the natural resources thereof whenejver 

determined and c e r t i f i e d by the Secretary of the I n t e r i o r to be necessary or 

advisable i n the public i n t e r e s t ; and, 

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

authorized by an Act of the Legislature (Sec. 7-11-39 N.M. Statutes 1953 Annotated) 

to consent to or approve t h i s agreement on behalf of the State of New Mexico, 

insofar as i t covers and includes lands and mineral interests of the State of 

New Mexico; and, 

WHEREAS, the O i l Conservation Commission of the State of New Mexico ijs 

authorized by an Act of the Legislature ( A r t i c l e 3, Chapter 65, Volume 9, Part |2, 

1953 Statutes) to approve th i s agreement and the conservation provisions hereofj; 

and, 

WHEREAS, the parties hereto hold s u f f i c i e n t interests i n the China 

Canyon Unit Area covering the land hereinafter described to give reasonably effec­

t i v e control of operations therein; and, 

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

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

ment and operation of the area subject to t h i s agreement under the terms, 



conditions and li m i t a t i o n s herein set f o r t h ; 

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

herein contained, the parties hereto commit to thi s agreement t h e i r respective 

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

as follows: 

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of 

February 25, 1920, as amended, supra, and a l l v a l i d pertinent regulations, 

including operating and u n i t plan regulations, heretofore issued thereunder or 

v a l i d , pertinent, and reasonable regulations hereafter issued thereunder are 

accepted and made a part of t h i s agreement as to Federal lands, provided such 

regulations are not inconsistent with the terms of thi s agreement; and as to 

State of New Mexico and pri v a t e l y owned lands, the o i l and gas operating regula­

tions i n effect as of the effective date hereof governing d r i l l i n g and producing 

operations, not inconsistent with the terms hereof or the laws of the State of 

New Mexico are hereby accepted and made a part of t h i s agreement. 

2. UNIT AREA. The area specified on the map attached hereto marked 

Exhibit "A11 is hereby designated and recognized as consti t u t i n g the unit area, 

containing 7,610.77 acres, more or less. 

Exhibit "A" shows, i n addition to the boundary of the unit area, the 

boundaries and i d e n t i t y of tracts and leases i n said area to the extent known to 

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

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

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

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

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

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

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

render such revision necessary, or when requested by the O i l 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 f i l e d with the Supervisor, and two (2) copies thereof shall be f i l e d 

with the State Land Commissioner and one (1) copy with the New Mexico O i l 

Conservation Commission, hereinafter referred to as "State Commission". 



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

clude therein any additional tract or tracts regarded as reasonably necessary 

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 is necessary or advisable to conform with the purposes of thia agree­

ment. Such expansion or contraction shall be effected in the following manner: 

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

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

the State Land Commissioner, after preliminary concurrence by the Directcjr, 

shall prepare a notice of proposed expansion or contraction describing tlie con­

templated changes in the boundaries of the unit area, the reasons therefdr, and 

the proposed effective date thereof, preferably the f i r s t 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 w i l l 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 f i l e 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 

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

ment survey or i t s nearest lot or tract equivalent in instances of irregular 

surveys, however, unusually large lots or tracts shall be considered i n :;nul-

tiples of 40 acres, or the nearest aliquot equivalent thereof, for the I purpose of 

elimination under this subsection), no parts of which are entitled to be i n a 

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



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

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

as of the f i r s t day thereafter, and .vuch lands shall no longer be a part of the 

unit area and shall no longer be subject to this agreement, unless at the expira­

tion of said five-year period diligent d r i l l i n g operations are i n progress on 

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

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

diligently, with not more than 90 days time elapsing between the completion ojf 

one such well and the Commencement of the next such well, except that the time 

allowed between such wells shall not expire earlier than 30 days after the expira­

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

matter beyond the reasonable control of unit operator as set forth i n the section 

hereof entitled "Unavoidable Delay;" provided that a l l legal subdivisions of lands 

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

applicable provisions of this agreement within ten years after said f i r s t day! of 

the month following the effective date of said f i r s t i n i t i a l participating &r|e& 

shall be eliminated as above specified. Determination of creditable "Unavoidable 

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

and the State Land Commissioner. The Unit Operator shall, within 90 days after 

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

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

parties in interest. 

I f conditions warrant extension of the ten-year period specified in jjhis 

sub-section 2 (e), 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 royalty interests (exclu­

sive of the basic royalty interests of the United States), on a to t a l nonpar^ici-

pating-acreage basis, respectively, with approval of the Director, and the State 

Land Commissioner 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 said 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 b*2 con­

sidered automatic commitment, or recommitment of such lands. 
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3- UNITIZED IAND AND UNITIZED SUBSTANCES. A l l land committed '..a this 

agreement shall constitute land referred to herein as "unitized land" or "liana 

subject to this agreement." A l l o i l and gas in. any and a i l formations of tb? 

unitized land are unitized under the terms of this agreement and herein arel 

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 a l l interests i n unitized substances vested i n them and agrees 

and consents to accept the duties and obligations of Unit Operator for discovery, 

development and production of unitized substances as herein provided. Whenever 

reference is made herein to the Unit Operator, such reference means the Unit 

Operator acting i n that capacity and not as an owner of interest i n unitized sub­

stances, and the term "working interest owner" when used herein shall include or 

refer to Unit Operator as the owner of a working interest when such an interest 

is owned by him. 

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have 

the right to resign at any time prior to the establishment of a participating 

area or areas hereunder, but such resignation shall not become effective so as 

to release Unit Operator from the duties and obligations of Unit Operator and 

terminate Unit Operator's rights as such for a period of six months after 

notice of intention to resign has been served by Unit Operator on a l l working 

interest owners and the Director, the State Land Commissioner and State Com­

mission and u n t i l a l l wells then d r i l l e d hereunder are placed i n a satisfactory 

condition for suspension or abandonment whichever Is requited by the Supervisor 

as to Federal lands and by the State Commission as to State 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 Operator 

prior to the expiration of said period. 

Unit Operator shall have the right to resign i n like manner and isubject 

to like limitations, as above provided, at any time a participation area estab­

lished hereunder is i n existence, but, i n a l l instances of resignation or removal, 

u n t i l a successor Unit Operator is selected and approved as hereinafter provided, 

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

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

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

action to be taken hereunder. 
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The resignation ol Unit Operator shall not release Unit Operator from 

any l i a b i l i t y for any default by i t hereunder occurring prior to the effective date 

of i t s resignation. 

The Unit Operator may, upon default or f a i l u r e i n the performance of i t s 

duties or obligations hereunder, be subject to removal by the same percentage 

vote of the owners of working interests determined i n l i k e manner as herein 

provided for the selection of a new Unit Operator. Such removal shall be effec­

t i v e upon notice thereof to the Director and the State Land Commissioner. 

The resignation or removal of Unit Operator under t h i s agreement shall 

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

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

Operator becoming e f f e c t i v e , such Unit Operator shall deliver possession of al i i 

equipment, materials, and appurtenances used i n conducting the unit operations 

and owned by the working interest owners to the new duly q u a l i f i e d successor 

Unit Operator or to the owners thereof i f no such new Unit Operator i s elected,! 

to be used for the purpose of conducting unit operations hereunder. Nothing 

herein shall be construed as authorizing removal of any material, equipment 

and appurtenances needed for the preservation of any wells. 

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender 

his or i t s resignation as Unit Operator, or shall be removed as hereinabove 

provided, or a change of unit operator i s negotiated by working interest owners, 

the owners of the working interests i n the p a r t i c i p a t i n g area or areas 

according to t h e i r respective acreage interests i n such p a r t i c i p a t i n g area or 

areas, or u n t i l a pa r t i c i p a t i n g area shall have been established, the owners of 

the working interests according to t h e i r respective acreage interests i n a l l 

unitized land, s h a l l by majority vote select a successor Unit Operator; provided 

that, i f a majority but less than 75 per cent of the working interests q u a l i f i e d to 

vote are owned by one party to t h i s 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 effe c t i v e u n t i l : 

(a) a Unit Operator so selected shall accept i n w r i t i n g the duties and 

res p o n s i b i l i t i e s of Unit Operator, and 

(b) the selection shall have been f i l e d with the Supervisor and approved 



by cha State Land Commissioner. I f no successor Unit Operator io selected and 

qualified as herein provided, the Director and State Land Commissioner at their 

election may declare this Unit Agreement terminated. 

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. I f the Unit : 

Operator is not the sole owner of working interests, costs and expenses incurred 

by Unit Operator i n conducting unit operations hereunder shall be paid and 

apportioned among and borne by the owners of working interests, a l l 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 Operator as provided in this section, whether on£ 

or more, are herein referred to as the "&nit Operating Agreement." Such unit 

operating 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 i n 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 ownejrs 

aa may be agreed upon by Unit Operator and the working interest owners; however, 

no such unit operating agreement shall be deemed either to modify any of the 

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

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

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 f i l e d with thp 

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 OP UNIT OPERATOR. Except as otherwise 

specifically provided herein, the exclusive r i g h t , privilege, and duty of exer­

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

for prospecting for, producing, storing, allocating, and distributing the unitized 

substances are hereby delegated to and shall be exercised by the Unit Operatojr as 

herein provided. Acceptable evidence of t i t l e to said rights shall be deposited 

with said Unit Operator and, together with this agreement, shall constitute ajid 



define the r i g h t s , p rivileges, and obligations of Unit Operator. Nothing herein, 

however, shall be construed to transfer t i t l e to any land or to any lease or 

operating agreement, i t being understood that under th i s agreement the Unit 

Operator, i n i t s capacity as Unit Operator, shall exercise the ri g h t s of posses­

sion and use vested i n the parties hereto only for the purposes herein specified. 

9. DRILLING TO DISCOVERY. Within six months after the effective da tie 

hereof, the Unit Operator shall begin to d r i l l an adequate test well at a location 

approved by the Supervisor i f on Federal land or by the State Land Commissioner 

i f on State land, or by the State Commission i f on pri v a t e l y owned land, unlessi 

on such e f f e c t i v e date a well i s being d r i l l e d comformably with the terms hereolf, 

and thereafter continue such d r i l l i n g d i l i g e n t l y u n t i l the Siluro-Devonian forma­

t i o n has been tested or u n t i l at a lesser depth unitized substances shall be 

discovered which can be produced i n paying quantities ( t o - w i t : quantities suffin­

d e n t to repay the costs of d r i l l i n g and producing operations, with a reasonable 

p r o f i t ) or the Unit Operator shall at any time establish to the s a t i s f a c t i o n of the 

Supervisor i f on Federal land, or the State Land Commissioner i f on State land, or 

of the State Commission i f on privately owned land, that further d r i l l i n g of said 

well would be unwarranted or impracticable; provided however, that Unit Operator 

shall not i n any event be required to d r i l l said well to a depth i n excess of 11,300 

feet. U n t i l the discovery of a deposit of unitized substances capable of being 

produced i n paying quantities, the Unit Operator shall continue d r i l l i n g d i l i g e n t l y 

one well at a time, allowing not more than six months between the completion of 

one well and the beginning of the next w e l l , u n t i l a well capable of producing 

unitized substances i n paying quantities i s completed to the s a t i s f a c t i o n of said 

Supervisor i f i t be on Federal land or of the State Land Commissioner i f on State 

land or the State Commission i f on pri v a t e l y owned land or u n t i l i t i s reasonably 

proved that the unitized laud i s incapable of producing unitized substances i n 

paying quantities i n the formations d r i l l e d hereunder. Nothing i n this section 

shall be deemed to l i m i t the r i g h t of the Unit Operator to resign as provided im 

Section 5 hereof, or as requiring Unit Operator to commence or continue any 

d r i l l i n g during the period pending such resignation becoming ef f e c t i v e i n order 

to comply with the requirements of t h i s section. The Director and State Land 

-8-



Commissioner may modify the d r i l l i n g requirements of this auction by grafting 

reasonable extensions of time when, i n their opinion, such action i s warranted. 

Upon f a i l u r e to comply with tha d r i l l i n g provisions of this section, the 

Director and State Land Commissioner may, afte r reasonable notice to thelUnit 

Operator, and each working interest owner, lesBee, and lessor at t h e i r l4st 

known addresses, declare t h i s unit agreement terminated. 

10. PLAN OP FURTHER DEVELOPMENT AND OPERATION. Within six months after 

completion of a well capable of producing unitized substances i n paying quantities, 

the Unit Operator shall submit f o r the approval of the Supervisor and the; State 

Land Commissioner an acceptable plan of development and operation for the) unitized 

land which, when approved by the Supervisor and the State Land Commissioner, shall 

constitute the further d r i l l i n g and operating obligations of the Unit Opejrator 

under t h i s agreement for the period specified therein. Thereafter, from time 

to time before the expiration of any existing plan, the Unit Operator shajll 

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

for an additional specified period for the development and operation of t|he 

unitized land. Any plan submitted pursuant to t h i s section shall provide! ;ror the 

exploration of the unitized area and for the d i l i g e n t d r i l l i n g necessary f o r 

determination of the area or areas thereof capable of producing unitized Substances 

i n paying quantities i n each and every productive formation and shall be jas 

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

determine to be necessary for timely development and proper conservation bi" the 

o i l an<i gas resources of the unitized area and sh a l l : 

(a) specify the number and location of any wells to be d r i l l e d afcd the 

proposed order and time for such d r i l l i n g ; and, 

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

necessary and advisable for the proper conservation of natural resources. Sepa­

rate plans may be submitted for aeparate productive zones, subject to the: 

approval of the Supervisor and the State Land Cowmisflioner. Said plan or plans 

sh a l l be modified or supplemented when necessary to meet changed conditions, 

or to protect the interests of a l l parties to t h i s agreement. Reasonable!diligence 

s h a l l be exercised i n 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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reasonable extension of tbe six-month period herein prescribed for r.vhmi r,r, i on 

of an i n i t i a l plan of development where, such action Is j u s t i f i e d because cf 

unusual conditions or circumstances. After completion hereunder of a well capable 

of producing any unitized substance i n paying quantities, no further wells, except 

such as may be necessary to afford protection against operations not under this 

agreement or such as may be s p e c i f i c a l l y approved by'the Supervisor and the 

State Land Commissioner s h a l l be d r i l l e d except i n accordance with a plan of 

development approved as herein provided. 

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

of producing unitized substances i n paying quantities, the Unit Operator shall 

w i t h i n the month of such completion, i f practicable, or as soon thereafter as 

required by the Supervisor or the State Land Commissioner submit for approval 

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

divisions of the public land survey or aliquot parts thereof of a l l unitized 

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

i n paying quantities; a l l lands i n said schedule on approval of the Director 

and the State Land Commissioner to constitute a p a r t i c i p a t i n g area, ef f e c t i v e 

as of the date of completion of such we l l or the ef f e c t i v e date of the unit 

agreement, whichever i s l a t e r . The acreages of both Federal and non-Federal 

lands sh a l l be based upon appropriate computations from the courses and distances 

shown on the la s t approved public land survey as of the e f f e c t i v e date of the 

i n i t i a l p a r t i c i p a t i n g area. Said schedule also shall set f o r t h the percentage of 

unitized substances to be allocated as herein provided tb each unitized t r a c t i n 

the p a r t i c i p a t i n g area so established, and sh a l l govern the all o c a t i o n of production 

from and a f t e r the date the p a r t i c i p a t i n g area becomes e f f e c t i v e . A separate p a r t i ­

cipating area sh a l l be established i n l i k e manner f o r ench separate pool or deposit 

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

and any two or more p a r t i c i p a t i n g areas so established may be combined i n t o one 

wi t h the consent of the owners of a l l working interests i n the lands w i t h i n the 

p a r t i c i p a t i n g areas so to be combined, on approval of the Director and the State 

Land Commissioner. The p a r t i c i p a t i n g area or areas so established s h a l l be revised 

from time to time, subject to l i k e approval, whenever such action appears proper 

as a re s u l t of furt h e r d r i l l i n g operations or otherwise, to include additional 

land then regarded as reasonably proved to be productive i n paying quantities, 
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or to exclude land then regarded aa reasonably proved not to be productive in 

paying quantities and the percentage of allocation shall also be revised accor­

dingly. The effective date of any revision shall be the f i r s t of the month in 

which is obtained the knowledge or Information on which such revision is predicated, 

provided, however, that a more appropriate effective date may be used i f justified 

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 depletion of 

the unitized substances. 

I t 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 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 u n t i l a participating area has, or areas 

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

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

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

Mexico, which shall be determined by the Supervisor 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 Land Commissioner respectively, to be held as unearned 

money u n t i l a participating area is f i n a l l y approved and then applied as earned 

or returned i n accordance with a determination of the sum due as Federal and 

State royalty on the basis of such approved participating area. 

Whenever i t is determined, subject to the approval of the Supervisor., as 

to wells d r i l l e d on Federal land and of the State Land Commissioner as to wells 

d r i l l e d on State land and the State Commission as to wells on privately owned 

lands, that a well d r i l l e d under this agreement is not capable of production 

in paying quantities and inclusion of the land on which i t is situated in a 

participating area is unwarranted, production from such well shall, for the pur­

poses of settlement among a l l parties other than working interest owners, be 



allocated to the land on which the w e l l i s located so long as such land i s not 

w i t h i n a p a r t i c i p a t i n g area established f o r the pool or deposit from which such 

production i s obtained. Settlement f o r working i n t e r e s t benefits from such a w e l l 

shall be made as provided i n the u n i t operating agreement. 

12. ALLOCATION OF PRODUCTION. A l l unitized substances produced from 

each p a r t i c i p a t i n g area established under t h i s agreement, except any part thereof 

used i n conformity w i t h good operating practices w i t h i n the unitized area f o r 

d r i l l i n g , operating, camp and other production or development purposes, f o r 

repressuring or recycling i n accordance w i t h a plan of development approved by 

the Supervisor, and the State Land Commissioner, or unavoidably l o s t , whall be 

deemed to be produced equally on an acreage basis from the several t r a c t s of 

uni t i z e d land of the p a r t i c i p a t i n g area established f o r such production and, f o r 

the purpose of determining any benefits accruing under t h i s agreement, each such 

t r a c t of unitized land s h a l l have allocated to i t such percentage of said produc­

t i o n as the number of acres of such t r a c t included i n said p a r t i c i p a t i n g area bears 

to the t o t a l acres of unitized land i n said p a r t i c i p a t i n g area, except that a l l o ­

cation of production hereunder f o r purposes other than f o r settlement of the 

royalty, overriding r o y a l t y , or payment out of production obligations of the 

respective working i n t e r e s t owners, s h a l l be on the basis prescribed i n the u n i t 

operating agreement whether i n conformity w i t h the basis of al l o c a t i o n herein set 

f o r t h or otherwise. I t i s hereby agreed that production of unitized substances 

from a p a r t i c i p a t i n g area s h a l l be allocated as provided herein regardless of 

whether any wells are d r i l l e d on any p a r t i c u l a r part or t r a c t of said p a r t i c i ­

pating area. I f any gas produced from one p a r t i c i p a t i n g area i s used f o r repres­

suring or recycling purposes i n another p a r t i c i p a t i n g area, the f i r s t gas with­

drawn from such last-mentioned p a r t i c i p a t i n g area f o r sale during the l i f e of 

t h i s agreement sh a l l be considered to be the gas so transferred u n t i l an amount 

equal to that transferred shall be so produced f o r sale and such gas sha l l be 

allocated to the p a r t i c i p a t i n g area from which i n i t i a l l y produced as constituted 

at the time of such f i n a l production. 

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

Any party or parties hereto owning or c o n t r o l l i n g the working interests i n any 

unitized land having thereon a regular w e l l location may w i t h the approval of 
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the Supervisor as to Federal land, the State Land Commissioner as to State Land, 

and the State Conanission as to privately owned land, and subject to the pro­

visions of the Unit Operating Agreement, at such party's or parties' sole r i s k , 

costs, and expense d r i l l a well at such location on such land to test any forma­

tion for which a p a r t i c i p a t i n g area has not been established or to test any forma­

t i o n for which a p a r t i c i p a t i n g area has been established i f such location i s not 

w i t h i n said p a r t i c i p a t i n g area, unless w i t h i n 90 days of receipt of notice from 

said party of his intention to d r i l l the well the Unit Operator elects and 

commences to d r i l l such a well i n l i k e manner as other wells are d r i l l e d by the 

Unit Operator under this agreement. 

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

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

i n a p a r t i c i p a t i n g area, such p a r t i c i p a t i n g area shall be established or enlarged 

as provided i n thi s agreement and the well shall thereafter be operated by the 

Unit Operator i n accordance with the terms of thi s agreement and the u n i t opera­

t i n g agreement. 

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

duction i n quantities i n s u f f i c i e n t to j u s t i f y the inclusion i n a p a r t i c i p a t i n g area 

of the land upon which such well i s situated, such well may be operated and pro­

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

th i s agreement. The roya l t i e s i n amount or value of production from any such well 

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

14. ROYALTY SETTLEMENT. The United States and the State of New Mexico 

and a l l royalty owners who, under existing contract, are e n t i t l e d to take i n 

kind a share of the substances now unitized hereunder produced from any t r a c t , 

s hall hereafter be e n t i t l e d to the r i g h t to take i n kind their share of the unitized 

substances allocated to such t r a c t , and Unit Operator, or i n case of the operation 

of a well by a working interest owner as herein i n special cases provided f o r , 

such working interest owner, shall make deliveries of such royalty share t,3ken 

i n conformity with the applicable contracts, laws and regulations. Settlement 

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

responsible therefor under existing contracts, lays and regulations on or before 

the las t day of each month for unitized substances produced during the preceding 
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calendar month; provided, however, that nothing herein contained :,hall operate 

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

payment of any royalties due under th e i r leases. 

I f gas obtained from lands not subject to this agreement is introduced 

int o any par t i c i p a t i n g area hereunder, for use i n repressuring, stimulation of 

production, or increasing ultimate recovery, which shall be i n conformity with 

a plan f i r s t approved by the Supervisor, the State Land Commissioner, and the 

State Commission, a l i k e amount of gas, after settlement as herein provided 

for any gas transferred from any other p a r t i c i p a t i n g area and with due allow­

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

i n t o which the gas was introduced, royalty free as to dry gas, but not as to 

the products extracted therefrom; provided that such withdrawal shall be at uuch 

time as may be provided i n 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 

r i g h t of withdrawal shall terminate on the termination of t h i s unit agreement. 

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

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

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

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

or at such lower rate or rates as may be authorized by law or regulations; 

provided, that f o r leases on which the royalty rate depends on the d a i l y average 

production per w e l l , said average production shall be determined i n accordance 

with the operating regulations as though each p a r t i c i p a t i n g area were a single 

consolidated lease. 

Royalty due on account of State of New Mexico and pr i v a t e l y owned lands, 

sh a l l be computed and paid as to a l l unitized substances on the basis of the 

amounts allocated to such lands. 

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases 

committed hereto s h a l l be paid by working interest owners responsible therefor 

under existing contracts, laws, and regulations, provided that nothing herein 

contained s h a l l operate to relieve the lessees of any land from t h e i r respective 

lease obligations f o r the payment of any rental or minimum royalty i n l i e u thereof 
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due under t h e i r leases. Rental or minimum royalty for lands of the United States 

subject to t h i s agreement shall be paid at the rate specified i n the respective 

leases from the United States unless such rental or minimum royalty i s waived, 

suspended, or reduced by law or by approval of the Secretary or his duly authorized 

representative. 

Rentals on State of New Mexico lands subject to t h i s agreement shall be 

paid at the rates specified i n the respective leases. 

With respect t o any lease on non-Federal land containing provisions 

which would terminate such lease unless d r i l l i n g operations were w i t h i n the 

time therein specified commenced upon the land covered thereby or rentals 

paid f o r the p r i v i l e g e of deferring such d r i l l i n g operations, the rentals required 

thereby s h a l l , notwithstanding any other provision of t h i s agreement, be deemed 

to accrue and become payable during the term therof as extended by t h i s agree­

ment and thereafter u n t i l the required d r i l l i n g operations are commenced upon the 

land covered thereby or some portion of such land i s included with i n a p a r t i c i ­

pating area. 

16. CONSERVATION. Operations hereunder and production of unitized 

s ubstances s h a l l be conducted to provide for the most economical and e f f i c i e n t 

recovery of said substances without waste, as defined by or pursuant to State or 

Federal law or regulation. 

17. DRAINAGE. The Unit Operator s h a l l take appropriate and adequate 

measures to prevent drainage of unitized substances from unitized land by wells 

on land not subject to t h i s agreement, or, with p r i o r consent of the Director and 

the State Land Commissioner, pursuant t o applicable regulations pay a f a i r and 

reasonable compensatory royalty as determined by the Supervisor f o r Federal 

lands or as approved by the State Land Commissioner fo r New Mexico State lands. 

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions 

and provisions of a l l leases, subleases and other contracts r e l a t i n g to explor­

ation, d r i l l i n g , development or operations f o r o i l or gas on lands committed to 

t h i s agreement are hereby expressly modified and amended to the extent necessary to 

make the. same conform to the provisions hereof, but otherwise to remain i n f u l l 

force and e f f e c t ; 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 



by his approval hereof, or by the approval hereof by his duly authorized repre­

sentative, does hereby establish, a l t e r , change or revoke the d r i l l i n g , producing, 

r e n t a l , minimum royalty and royalty requirements of Federal and State, leases 

committed hereto and the regulations i n respect thereto to conform s--,;d requirement 

to tha provisions of t h i s agreement and, without l i m i t i n g the generality of the 

foregoing, a l l leases, subleases, and contracts are p a r t i c u l a r l y modified i n 

accordance with the following: 

(a) The development and operati.cn of i~.nds subject to this agreement 

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

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

t r a c t subject to t h i s agreement, regardless of whether there is any development of 

any p a r t i c u l a r part or t r a c t of the u n i t area, notwithstanding anything to the con­

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

hereto, or t h e i r respective predecessors i n in t e r e s t , or any of them. 

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

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

benefit of each and every t r a c t of unitized land, and no lease shall be deemed to 

expire by reason of f a i l u r e to d r i l l or produce wells situated on the land therein 

embraced. 

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

pursuant Co d i r e c t i o n or consent of the Secretary and the State Land Commissioner 

or t h e i r duly authorized representative, shall be deemed to constitute such 

suspension pursuant to such d i r e c t i o n or consent as to each and every t r a c t of 

unitized land. 

(d) Each lease, sublease or contract r e l a t i n g to the exploration, d r i l l ­

ing, development or operation for o i l or gas of lands, other than chose of the 

United States and State of New Mexico, committed to t h i s agreement, which, by i t s 

terms might expire p r i o r to the termination of t h i s agreement, i s hereby extended 

beyond any such term so provided therein so that i t shall be continued in f u l l 

force and e f f e c t 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 i s made subject to t h i s agreement 

shall continue i n force beyond the term provided therein u n t i l the termination 
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hereof. Any other Federal lease committed hereto shall continue i n force beyond 

the term so provided therein or by law as to the land committed so long as such 

lease remains subject hereto, provided that production is had i n paying quantities 

under t h i s u n i t agreement pri o r to the expiration date of the term of such lease, 

or i n the event actual d r i l l i n g operations are commenced on unitized land, i n 

accordance with the provisions of t h i s agreement, p r i o r to the end of the primary 

term of such lease and are being d i l i g e n t l y prosecuted at that time, such lease 

shall be extended for two years and so long thereafter as o i l or gas is produced 

i n paying quantities i n accordance with the provisions of the Mineral Leasing 

Act Revision of 1960. 

( r ) Each sublease or contract r e l a t i n g to the operation and development 

of unitized substances from lands of the United States committed to t h i s agree­

ment, which by i t s terms would expire prior to the time at which the underlying 

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

extended beyond any such term so provided therein so that i t shall be continued i n 

f u l l force and e f f e c t 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 i s made 

subject to t h i s agreement, shall continue i n force beyond the term provided 

therein as to the lands committed hereto u n t i l the termination hereof. 

(h) The segregation of any Federal lease committed to t h i s agreement i s 

governed by the following provision i n 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 ( u n i t ) plan 

embracing lands that are i n part w i t h i n and i n 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 e f f e c t i v e date of u n i t i z a t i o n : Provided, 

however, that any such lease as to the nonunitized portion shall continue i n force 

and e f f e c t for the term thereof but for not less than two years from the date of 

such segregation and so long thereafter as o i l or gas i s produced i n paying 

quantities." 
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( i ) Any lease embracing lands of the State of New Mexico having only a 

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

committed and the portion not committed, and the provisions of such lease shall 

apply separately to such segregated portions commencing as of the ef f e c t i v e 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 i t s lands committed hereto shall continue i n f u l l force and 

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

i f o i l or gas i s discovered and is capable of being produced i n paying quantities 

from some part of the lands embraced i n such lease at the expiration of the 

secondary term of such lease; or i f , at the expiration of the secondary term, the 

Lessee or the Unit Operator i s then engaged i n bona fide d r i l l i n g or reworking 

operations on some part of the lands embraced i n such lease, the same, as to a l l 

lands embraced therein, shall remain in f u l l force and effect so long as such 

operations are being d i l i g e n t l y prosecuted, and i f they res u l t in the production 

of o i l or gas, said lease shall continue i n f u l l force and effect as to a l l the 

lands embraced therein, so long thereafter as o i l or gas i n paying quantities i s 

being produced from any portion of said lands. 

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed to 

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

hereto and the i r successors i n interest u n t i l t h i s agreement terminates, and any 

grant, transfer or conveyance of interest i n land or leases subject hereto shall 

be and hereby i s conditioned upon the assumption of a l l privileges and obligations 

hereunder by the grantee, transferee or other successor i n interest. No assign­

ment or transfer of any working i n t e r e s t , royalty or other interest subject hereto 

sh a l l be binding upon Unit Operator u n t i l the f i r s t day of the calendar month 

after Unit Operator i s furnished with the o r i g i n a l , photostatic or c e r t i f i e d 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 the i r duly authorized 

representatives as of the date of approval by the Director and shall terminate f i v e 

(5) years from said e f f e c t i v e date unless: 

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

Land Commissioner, or 

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



term or any extension thereof that the unitized land is incapable of production 

of unitized substances i n paying quantities i n the formations tented hereunder 

and af t e r notice of intention to terminate the agreement on such ground is ;>iven 

by the Unit Operator to a l l parties i n interest at t h e i r last known addresses, 

the agreement i s terminated with the approval of the Director and State Land 

Commissioner, or 

(c) a valuable discovery of unitized substances has been made or accepted 

on unitized land during said i n i t i a l term or any extension thereof, i n which 

event the agreement shall remain i n effect f o r such term and so long as unitized 

substances can be produced i n quantities s u f f i c i e n t to pay for the cost of 

producing same from wells on unitized land w i t h i n any pa r t i c i p a t i n g area established 

hereunder and, should production cease, so long thereafter as d i l i g e n t operations 

are i n progress for the restoration of production or discovery of new production 

and so long thereafter as the unitized substances so discovered can be produced 

as aforesaid, or 

(d) i t i s terminated as heretofore provided i n th i s agreement. This 

agreement may be terminated at any time by not less than 75 per centum, on an 

acreage 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 a l l parties hereto. 

21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The Director is 

hereby vested with authority to a l t e r or modify from time to time i n his discre­

t i o n the quantity and rate of production under th i s agreement when such quantity 

and rate i s not fixed pursuant to Federal or State law or does not conform to 

any state-wide voluntary conservation or allo c a t i o n program which i s established, 

recognized and generally adhered to by the majority of operators i n such State, 

such authority being hereby li m i t e d to a l t e r a t i o n or modification i n the public 

i n t e r e s t , the purpose thereof and the public interest to be served thereby to be 

stated i n the order of a l t e r a t i o n or modification. Without regard to the fore­

going, the Director i s also hereby vested with authority to a l t e r or modify from 

time to time at his discretion the rate of prospecting and development and the 

quantity and rate of production under t h i s agreement when such a l t e r a t i o n or 

modification i s i n the interest of attaining the conservation objectives stated 



ia thia agreement and is not in violation of any applicable Federal or State l a y 

provided further that no auch alteration or modification ohall be effective ao to 

any !r.m! of the state of Mew Mexico aa to the rate of prospecting and developing 

i n the absence of the specific written approval thereof by the State Land Commis­

sioner and as to the lands of the State of New Mexico or privately owned lands 

subject to th i s agreement as to the quantity and rate of production in the absence 

of specific written approval thereof by the State Commission. 

Powers i n this section vested i n the Director shall only be exercised 

after notice to Unit Operator and opportunity for hearing to be held not less than 

f i f t e e n (15) days from notice,, 

22. CONFLICT OF StFPERVTSIQN. Neither the Unit Operator nor the working 

interest ownera nor any of chei& sfo&ll bra subject to any fo r f e i t u r e , termination 

or expiration of any rights hereunder or und^r any leases or contracts subject 

heretOj or to any penalty or l i a b i l i t y on account of delay or f a i l u r e i n whole 

or i n part to comply" with any applicable provision thereof to the extent that the 

Unit Operator, working interest owners or any of them are hindered, delayad or 

prevented from complying therewith by reason of fa i l u r e of tha Unit Operator to 

obtain i n the exercise of due diligence, Ike concurrence of proper representatives 

of che United States and proper representatives of the Stcte of New Mexico in P,KS. 

about any matters or thing concerning which I t is required herein that such 

concur resides be obtained. The parties hereto, including the State Commission, 

agree that a l l powers and authority vested i n the State Commission i n and by any 

provisions of this agreement are vested i n the State Commission and shall be 

exercised by i t pursuant to tbe provisions of the laws of the State of New Mexico 

asad subject i n any ease to appeal er j u d i c i a l review ae m y now or hereafter be 

provided by the laws of the State of Naw Mexico. 

23„ APPEARANCES. Unit Operator sha l l , &£ter notice to other parties 

affected, have the r i g h t to appear for and on behalf of any and a l l intere.-;te 

affected hereby before the Department of I n t e r i o r , the Ccsseissioner of Public Lane?9 

of the State of New Mexico ar.d the New Kexlco Oil Conservation Commission arc? tc 

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

Land Commissioner or State Commission or to apply for r e l i e f from any of said 

regulations or i n any proceedings relative to operations before the Department of 

the I n t e r i o r , the State Land Commissioner or State Commission or any other legally 

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

also have the right at his own expense to be heard i n any such proceeding. 
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24. NOTICES. A l l notices, demands or statements required hereunder 

to be given or rendered to the parties hereto shall be deemed f u l l y given i f given 

in writing and personally delivered to the party or sent by postpaid registered 

mail or c e r t i f i e d mail, addressed to such party or parties at their respective 

addresses set forth i n connection with the signatures hereto or the r a t i f i c a t i o n 

or consent hereof or to such other address as any such party may have furnished 

In writing to the party sending the notice, demand or statement. 

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained 

shall be construed as a waiver by any party hereto of the right to assert any 

legal or constitutional right or defense as to the v a l i d i t y or i n v a l i d i t y of 

any law of the state wherein said unitized lands are located, or of the United 

States, or regulations issued thereunder in any way affecting such party, or as 

a waiver by any such party of any right beyond his or i t s authority to waive. 

26. UNAVOIDABLE DELAY. A l l obligations under this agreement requiring 

the Unit Operator to commence or continue d r i l l i n g or to operate on or produce 

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

suspended while, but only so long as, the Unit Operator despite the exercise of 

due care and diligence ia prevented from complying with such obligations, in whole 

or i n part, by Strikes, acts of God, Federal, State or Municipal law or agencies, 

unavoidable accidents, uncontrollable delays i n transportation, i n a b i l i t y to ob­

tain necessary materials i n open market, or other matters beyond the reasonable 

control of the Unit Operator whether similar to matters herein enumerated or not. 

27. NONDISCRIMINATION. In connection with the performance of work under 

this agreement, the operator agrees to comply with a l l 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 t i t l e to any tract of unitized land 

shall f a i l and the true owner cannot be induced to j o i n 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 t i t l e . In the event of a dispute as to t i t l e as to any 

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

delivery on account thereof may be withheld without l i a b i l i t y for interest u n t i l 

the dispute i s f i n a l l y settled; provided, that, as to Federal and State land or 



leas-es, no payments of tunds due the United States or the .State of ,-,'ew Mexico 

should be withheld, but such funds ot" the United States shall bo deposited as 

directed by the Supervisor, ano .such funds of the State of New Mexico shall be 

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

money pending f i n a l settlement of the t i t l e dispute, and then applied ar; earned 

or returned i n accordance with such f i n a l settlement. 

Unit Operator as such is relieved from any re s p o n s i b i l i t y for any defect 

or f a i l u r e of any t i t l e hereunder. 

*.9. NON-JOINDER AND SUBSEQUENT JOINDER. I f the owner of any substantial 

interest i n a t r a c t w i t h i n the unit area f a i l s or refuses to subscribe or consent 

to this agreement, the owner of the working interest tr. that t r a c t may withdraw 

said t r a c t from t h i s agreement by w r i t t e n notice to the Director, the State Land 

Commissioner, and the Unit Operator p r i o r to the approval of t h i s agreement by 

the Director. Any o i l or gas interests i n lands w i t h i n the unit area not 

committed hereto p r i o r to submission of thi s agreement fo r f i n a l approval may 

thereafter be committed hereto by the owner or owners thereof subscribing or 

consenting to t h i s agreement, and, i f the interest i s a working i n t e r e s t , by 

the owner of such Interest also subscribing to fhe unit operating agreement. 

After operations are commenced hereunder, the r i g h t of subsequent joinder", as 

provided i n t h i s section, by a working interest owner i s subject to such requirements 

or approvals, i f any, pertaining to such joinder, as may be provided for i n the 

unit operating agreement. After f i n a l approval hereof, joinder by a non-working 

interest owner must be consented to i n w r i t i n g by the working interest owner 

committed hereto and responsible for the payment of any benefits that may accrue 

hereunder i n behalf of such non-working Interest. Joinder by any owner of a non-

working i n t e r e s t , at any time, must be accompanied by appropriate joinder by the 

owner of the corresponding working interest i n order f o r the interest to be regarded 

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

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

agreement, i f more than one committed working interest owner i s involved, i n order 

for the inte r e s t to be regarded as committed to t h i s unit agreement. Except as 

may otherwise herein be provided, subsequent joinders to t h i s agreement shall be 

ef f e c t i v e as of the f i r s t day of the month following the f i l i n g w ith the Supervisor, 

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



of a l l or any papers necessary to establish effective commitment of any tra c t 

to t h i s agreement unless objection to such joinder i s duly made wi t h i n 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 i n .̂ ny number of 

counterparts, no one of which needs to be executed by a l l parties, or may be 

r a t i f i e d or consented to by separate instrument i n w r i t i n g s p e c i f i c a l l y r e f e r r i n g 

hereto and shall be binding upon a l l those parties who have executed such ? counter­

part, r a t i f i c a t i o n or consent hereto with the same force and effect as i f a l l such 

parties had signed the same document and regardless of whether or not i t i s 

executed by a l l other parties owning or claiming an interest i n the lands w i t h i n 

the above-described unit area. 

IN WITNESS WHEREOF, the parties hereto have caused this agreement to 

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

UNIT OPERATOR AND WORKING INTEREST 
OWNER 

ATTEST: 

By 
Secretary 

Address 
Date: 

ATTEST: 

By 
Secretary 

Address 
Date: 
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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 Oil 
Company in the capacity therein stated. 

Given under my hand and seal of office this /^^day of /^n^y^t/^ 
19 Lw. r ' * 

My Commission Expires» / c & - -ee . 
Notary Public in and7 for 

- / - Midland County, Texas. 

STATE OF 

COUNTY OF 

Before me, the undersigned authority, on this the day of 
, 19 t appeared to me personally 

known, who, being by me duly sworn, did Bay 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, and 
he acknowledged said instrument to be the free act and deed of said corpo­
ration, same 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 year last above 
written. 

My Commission Expires 
Notary Public in and for 

County, ____________ 
—-———-—-——»»——---——-———. / 

STATE OF ___) 
) 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 
, 19 , by ; . 

My Commission expires; Notary Public in and for 
County, _____________ 
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BEFORE THE OIL 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. 

v ORDER OF THE COMMISSION 

BY THE COMMISSION: 

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

NOW, on this 21st day of October, 1964, the Commission, a 
quorum being present, having considered the testimony, the record, 
and the recommendations of the Examiner, and being fully advised 
in the premises, 

FINDS : 

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

(2) That the applicant, Shell Oil Company, seeks approval 
pf 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 
Section 25i E/2 

TOWNSHIP 23 SOUTH, RANGE 24 EAST, NMPty 
Sections 17 through 21: All 
Sections 28 through 30: All 
Section 31: N/2 
Sections 32 and 33: All 

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



•»2« 
CASE No. 3127 
Order No. R-2791 

IT IS THEREFORE 0?JE?.3D s 

(.1) That the China Canyon Unit''Agreement i s hereby approved. 

(2) That the plan contained i n said u n i t agreement for the 
development and operation o£ the unit area i s hereby approved i n 
principle as a proper • conservation measurej provided? however, 
that notwithstanding any of tha provisions contained i n said u n i t 
•agreement, t h i s approval shall not be considered as vaiving or 
relinquishing, in any m&vuw-r, any r i g h t , duty, or obligation which 
ia now, or may hereafter be, vested i n the' Commission to supervise 
and control operations for tna exploration and development of any 
lands committed to ths unit &.nd production of o i l or gas therefrom. 

(3) That the unit. op<:.r; -.or ahall .file with .the Commission 
an executed original or ex-seated counterpart of the uni t agreement 
within 30 days after the effective date thereof-- that i n the event 
of subsequent joinder 'by aav* party or expansion or contraction of 
the u n i t area, the uni t operator shall f i l e with the Commission 
within 30 days thereafter counterparts of the unit agreement 
re f l e c t i n g the subscription of those interests having joined or 
r a t i f i e d . 

(4) That t h i s order shall become effective upon the approval 
of said u n i t agreement by r.h© Commissioner of Public Lands for the 
State of New Mexico and the Director of the United States Geologi­
cal Survey; that t h i s order shall terminate ipao facto upon tlie 
termination of said unit agreement; and that the las t u n i t opera­
tor shall notify the, Commission immediately i n writing^of such 
termination, 

(5) That j u r i s d i c t i o n or tfiis cause i s retained for the , 
entry of such further orders as tha Commission may deem necessary. 

DONE at Santa Fe, New Mexico, on the day and year herein­
above designated, 

STATE OF NSW MEXICO 
(OIL CONSERVATION COMMISSION 

, S, WALKER,, Weaker' 

S E A L 
A." L . PORTER, J r . / Member & Secretary 

esr/ 



CONSENT AND RATIFICATION 
OF WORKING INTEREST OWNERS 

KNOW ALL MEN BY THESE PRESENTS: That 

WI under date of September tnat certain 
China Canyon 

Uni Agreement ;or 
the development and operation of the 
Unit Area was entered i n t o by and between the owners of certain o i l and gas i n ­
terests which said agreement i s of record i n Volume , at page , of the 
^ Records of Eddy County, New Mexico; and 

WHEREAS, under date of September 29, 1964, a Unit Operating Agreement was 
entered i n t o by and between Shell O i l Company, as Unit Operator, and certain owners 
of working interests i n o i l and gas interests i n lands i n the said 

China Canyon Unit Area; and 

WHEREAS, the undersigned are the owners of working interests i n o i l and gas 
interests i n lands which are i n the said Unit Area and to which the t r a c t numbers 
indicated opposite them i n the following schedule have been a l l o t t e d i n said Unit 
Agreement and which are described as follows, to w i t : 

TRACT NUMBER IN 
SAID UNIT AGREEMENT 

1 
4 

DESCRIPTION 
MEXICO PRINCIPAL MERIDIAN 

T-23-S, R-23-E 
Section 24: A l l 
Section 25: NE-1/4, N-l/2 SE-1/4, 

SW-1/4 SE-1/4 

T-23-S, R-24-E 
Section 19 
Section 30 
Section 18 

Section 21: 

A l l 
A l l 
Lots 1 and 2, E-I/2 
W-l/2 and E-l/2 
NE-1/4 

and each of the undersigned has received copies of the said Unit Agreement ana Unit 
Operating Agreement and desires to commit said interests to said Unit Agreement 
and to j o i n i n said Unit Operating Agreement; 

NOW THEREFORE, the undersigned do hereby consent to , r a t i f y , confirm and j o i n 
i n a l l of the terms and provisions of said unit Agreement and of said Unit Operating 
Agreement and do hereby commit t h e i r o i l and gas interests i n the above described 
lands and tracts to said agreements exactly as i f the undersigned had executed each 
of the said agreements or counterparts thereof. 

EXECUTED thi s the 21 «t day of J—U»y , 19 63 . 

HUMBLE OIL & REFINING COMPANY 

BY 

B i l l ft. h9fat 
A f t «Mt ACt*ra«y-l&-ract 

Cover) 



STATS OT ray* i 

COUNTY OF HHliAtiD I 

The f o r e g o i n g ins trumcr.;: \7cz sclrno- /Iedf;c C be fo re me i h i s day of 

Jmmasey - 9 _M ; b y Bill &« Hy—» Afut —4 Attprn<y-In-r«ct 

of B«»U Oil 4 f f I n i n g Company } a Delaware corporation, 

cn behalf of said corporation. 

(I , -ft, / / V Jua»it« BtlUtila 
^y v. oin:-. i s s i on e x p i r e s : ///4/1 A / ^ X / ^ ^ / ^ f c u 

>tary .\..,F.c i n and f o r 

Jane 1, 1963 7 Midland County, T«X*» 

ACCEPTANCE AND APPROVAL 
EY UNIT OPERATOR: 

Che unders igned, SHELL OIL COMPANY, as U n i t Operator unaer une 

:c Agreement ana Unit Operating Agreement, 

does hereby accept and approve the above and foregoing Consent and R a t i f i c a t i o n . 

DATED th i s day of , 19 . 

SHELL OIL COMPANY 

By 



CONSENT AND RATIFICATION 
OF WORKING INTEREST OWNERS 

KNOW ALL MEN BY THESE PRESENTS: That 

WHEREAS, under date of September 29, 1964 that certain Unit Agreement f o r 
the development and operation of the China Canyon 
Unit Area was entered into by and between the owners of certain o i l and gas i n ­
terests which said agreement i s of record i n Volume , at page , of the 

Records of Eddy County, New Mexico; and 

WHEREAS, under date of September 29, 1964 , a Unit Operating Agreement was 
entered i n t o by and between Shell O i l Company, as Unit Operator, and certain owners 
of working interests i n o i l and gas interests i n lands i n the said 

China Canyon Unit Area; and 

WHEREAS, the undersigned are the owners of working interests i n o i l and gas 
interests i n lands which are i n the said Unit Area and to which the t r a c t numbers 
indicated opposite them i n the following schedule have been a l l o t t e d i n said Unit 
Agreement and which are described as follows, to w i t : 

TRACT NUMBER IN DESCRIPTION 
SAID UNIT AGREEMENT NEW MEXICO PRINCIPAL MERIDIAN 

T-23-S, R-24-E 
17 Section 29: S-l/2 NE-1/4, 

N-l/2 SE-1/4 

and each of the undersigned has received copies of the said Unit Agreement and Unit 
Operating Agreement and desires to commit said interests to said Unit Agreement 
and to j o i n i n said Unit Operating Agreement; 

NOW THEREFORE, the undersigned do hereby consent t o , r a t i f y , confirm and j o i n 
i n a l l of the terms and provisions of said Unit Agreement and of said Unit Operating 
Agreement and do hereby commit t h e i r o i l and gas interests i n the above described 
lands and tracts to said agreements exactly as i f the undersigned had executed each 
of the said agreements or counterparts thereof. 

(over) 



STATZ OF N E W M E X I C 0 

COUNTY OF CHAVES 

TL 

January 

The foregoing instrument was acknowledged before me thi s day of 

\ '6. MOf-r-'- • 19 65, by 

or GULF OIL CORPORATION 

on behalf of said corporation. 

My Commission expires: 

Attorney i n Fact 

a Pennsylvania corporation, 

Notary Public in and £64 
CHAyrg County, 

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 R a t i f i c a t i o n . 

DATED thi s day of , 19 . 

SHELL OIL COMPANY 

- By 



CONSENT AND RATIFICATION 
CHINA CANYON UNIT AGREEMENT 

EMBRACING LANDS IN EDDY 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 chin^ Canyon 

Unit Area embracing lands situated in Ed<jy County, New Mexico, which said 

agreement is dated the 29th day of Septfwheg 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 a l l of their 

said interest to the Chit\g Cinyrm Unit Agreement and do hereby 

consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 

same as i f the undersigned had executed the original of said Unit Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned ai3 

of the date set forth i n their respective acknowledgements. 

ATTEST>-
ilfljgrr CuRgflKATTON 

, J r . , Piraeidettt 

STATE OF TEXAS 

COUNTY OF IffiHyi© 

The foregoing instrument was acknowledged before me this 15th day of 

January 1965 , by John J . Radf«m» J r . , Pgwidoat of RBBTSBH DCTKLQgHBRT 

COBPO&'fflCB, a Delaware corporation, on behalf of tu&4 corgotation* 

L KEITHLEY - Notory Public 
MIDLAND COUNTY. TEXAS 

My Commission Expires June 1, 1965 
My Commission Expires: 

otary Public in and fi 
State of 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this 

, 19 , by 

day of 

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



CONSENT AND RATIFICATION 
rBTHA r-ATavnw UNIT AGREEMENT 

EMBRACING LANDS IN 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 rynp Canyon 

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

agreement is dated the 29th day of s^te^ih^n IQ6A> 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 i n said unit area, as indicated on the schedule 

attached to said Unit Agreement as Exhibit "B", do hereby commit a l l of their 

said interest to the China Canyon Unit Agreement and do hereby 

consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 

same as i f 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. 

SUN OIL COMPANY 

5MOT2y* Agent and Attorney-in-Fact 

STATE OF '~Z>e^*^ 0 ̂ 

COUNTY OF z>flasJ!A» 5 

The foregoing instrument was acknowledged before me t h i s <? g day of 

v. KU-i^i-,. u- > 19 ̂  > by $Lc<~t, & (!?&Ju*Jl(U. $6jtiz~-4- -

Notary Public in and for j>fl<.<. < « , 
My Commission Expires: State of -~2c^/^ 

STATE OF 0 

5 
COUNTY OF 0 

The foregoing instrument was acknowledged before me this day of 

, 19 , *y 

My Commission Expires: 
Notary Public in and for 
State of 



CONSENT AND RATIFICATION 
C a m CANYON UNIT AGREEMENT 

EMBRACING LANDS IN EifflY 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 Chjflfl Canyon 

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

agreement is dated the 29th day of Sopt-gmKor 196& > a^d 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 i n said unit area, as indicated on the schedu2.e 

attached to said Unit Agreement as Exhibit "B", do hereby commit a l l of their 

said interest to the r ^ ^ a ^ny^n Unit Agreement and do hereby 

consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 

same as i f 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 i n their respective acknowledgements. 

AM I$Ii»L«M CORPORATION 

Assistant secretary " Vice President 

STATE OF OKLAHOMA 

COUNTY OF TULSA 0 

The foregoing instrument was acknowledged before me this 12thday of 

November 1964, by W. E. Long, Vice President, of Amax 

Petroleum Corporation, a Delaware corporation, on behalf of said 
corporation. ^ / 
NW Commission Expires Aug. 20,1967 ^ j i ^ u M ^ „ , -;-

* Notary Public in afid^f or C 4 A ^ f ^ 
My Commission Expires: State of $ftEjLl 

STATE OF \ 

5 
COUNTY OF 

The foregoing instrument was acknowledged before me this day of 

, 19 , "by 

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



CONEST AND SALIFICATION 
aj_nA rf.'---n? AGRÊ GNT 

EMZRACTKa IAXD8 I-v^ES-I COUNTY, Es? I-'ZCCO 

The undersigned (vhether one or more) hereby acknowledge receipt of a 

copy cf the Unit Agreement for the Development and Operation of the Chi;-;-'. Crr-vpn 

Unit Area embracing lands situated i n ~?--,rly County, New I'exico, which said 

agreement is dated the ooth day of g^pt^nrerj jOolt, and acknowledge that they 

have read the same and are familiar with the terms and conditions thereof. The 

ur.dersisr.ed 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 a l l of their 

said interest to the China Cr^—" Unit Agreement and do hereby 

consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 

same as i f the undersigned had executed the original of said Unit Agreement or a 

counterpart thereof. 

IN WITNESS WHEREOF, this i^strumer.t io executed by the undersigned as 

of the date set forth i n their respective acknowledgements. 

AND 
UNTvAD STATES SNAPPING. REFINING- / MINING 
COMPANY 

Secretary ^ - — ^ J ^ l ' Neuman, Jr., Vlpe/President 
General Manager, 0x1 Operations 

STATE OF TEXAS jj f»+u~. nfaftrV-

COUNTY OF MIDLAND jj 

The foregoing instrument was acknowledged before me this 30 ' day of 
General Manager, 

NovsAfber , 1964 , by J. V. Neuman, Jr., Vice President and Oil Operations of 

I"n:"^:d States Smelting Pefininp:-/• ̂ rdnp: Company , n Mn.1r>P 
on behalf of said corporation. 

Notary "Public in and for Midland 
Ky Commission Expiree: June 1, 1965 State of Texas LUClLUi SPiiCji 

SAATA 0.; 

CO~;N-.:._. 

The foregoing instrument was acknowledged before me this day of 

, 19 , hy . 

I'.y Commission Expires: 
Notary Public i n and for 
State of 



CCAAAAA AAA A A I A T I C A T I C A 

P' Y ^IJIAJ.;I_ "X:RE:AA?HA 
EMBRACING'" llAmA3 IA ~ j r r r COUNTY, AIA AAAICO 

—.a undersigned (whether erne or more) hereby acknowledge receipt of a 

copy of the Unit Agreement for the development end Operation of the Chins, Cemmen 

Unit Area embracing lands situated in T-"-1r County, New Mexico, vhich said 

agreement i s dated the 29th day of September , 1964, and acknowledge t h _ t they 

have read the same and are familiar v i t h the terms and conditions thereof. Ihe 

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 a l l of their 

said interest to the China Cannon Unit Agreement and do hereby 

.-onsent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 

same as i f the undersigned had executed the original of said Unit Agreement or a 

counterpart there of. 

IK WIEKESS WHEREOF, this instrument is executed by the undersigned as 

cf the date set forth i n their respective acknowledgements. 

STATE 0? l ~ o J \ X (A it'A jj 

Tlie foregoing instrument was acknowledged before me this '0 day of 

S^Vlrfeer , 19 6&> oy J ^ v 4 r ^ x w c ^ a t ^ ^ ^ f f ^ P ^ n ^ ? ,,v-r,..̂ ; 

0 , ^NcAary Public in and for Q^ jL*^^ . PGK-Q^-
My Commission Empires: t t / ">»~| ti*~-&rtJ~*~ • vgfc&te of <-w-<-^-i~^ 

STATE CA h 

i 
CCUATY 0? \ 

The foregoing instrument was acknowledged before me this day of 

, 19 , oy 

Notary Public i n and f o r 
•ly Commissi en Expires: State of 



CONSENT AND JUSTIFICATION 
_A3""̂ Â '"AT"Au-i;— AGREEMENT 

EMBRACING LAAiAS IN ~~" EDDY COUNTY, ESW 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 Canyor 

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

agreement is dated the 29th day of September , 196U , 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 a l l of their 

said interest to the China Canyon Unit Agreement and do hereby 

consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 

same as i f 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 i n their respective acknowledgements. 

Patricia Waldron 

STATE OF ARIZONA 0 

COUNTY OF j _ i _ _ _ _ ^ _ J 

Tlie foregoing instrument was acknowledged before me t h i s^^^'^ay oi 

November , 1964 , by Patricia Aaldron gmd-^abftRAr-Gey^.M-^-tf^l^yeB-

5tary Public in and for *??t***<<&>fz*tg_ 
My Commission Expires: . . Cvnires kfi^ ̂ ' ̂ ^iState of Arizona 

jjy Commission ^ v * STATE OF 5 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of 

, 19 , hy 

My Commission Expires: 
Notary Public in and for 
State of 



CONSENT AND RATIFICATION 
CHINA. CANYON UNIT AGREEMENT 

EMBRACING LANDS IN EDDY COUNTY, NIAJ 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 Fcdy County, New Mexico, which said 

agreement is dated the 29th day of September, 196k, and acknowledge that they 

have read the same and are familiar with the terms and conditions thereof. Tne 

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 a l l of their 

said interest to the China Cannon Unit Agreement and do hereby 

consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 

same as i f 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 i n their respective acknowledgements. 

incaid 

Nancy L. Kinaaid 

STATE OF NBA MEXICO \ 

The foregoing instrument was acknowledged before me this day of 

November , 19 64 , by Hugh M. Kincaid and wife, Nancy L. Kincaid 

Notary Public in and for 
My Commission Expires: a ^ t / - ^ ? State of 

STATE OF jj 
\ 

COUNTY OF i) 

The foregoing instrument was acknowledged before me this day of 

, 19 , hy 

My Commission Expires: 
Notary Public in and for 
State of 



NANA MEXICO 

The undersigned, (whether by acknowli receipt of e. 

copy of the Unit Agreement for the Development and Operation of the CAnra CP 

agreement is dated the 29th day of September, 1°64, 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 

Ln 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 a l l of their 

said interest to the China Canyon Unit Agreement and do hereby 

consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 

same as i f the undersigned had executed the original of said Unit Agreement or a 

counterpart thereof. 

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

of the date set forth i n their respective acknowledgements. 

U h i t Area embracing lands situated in mddy County, New Mexico, which said 

STATE OF ILLINOIS 

COUNTY OF Cook 

The foregoing instrument was acknowledged before me this 18 day of 

Fovember 19 64 , by John A'. Folskj. and ~-nfe. Dorothy l . T'7rm gVj 

My Commission Expires: May 11, 1966 

The foregoing in Dent was acknowledged before me this 



CONSENT AND RATIFICATION 
CHINA C AAAA: UNIT AGREEMENT 

B:ERACING LAUDS IN EDDY COUNTY, IES MEXICO 

The undersigned (whether one cr more) hereby acknowledge receipt of a 

copy of the Unit Agreement for the Development and Operation of the CMr.a Canyon 

County, New Mexico, which said 

agreement is dated the 29th day of g~-tem"oer , 1£__, 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 AAchibit "B", do hereby commit a l l of their 

said interest to the China Canyon Unit Agreement and do hereby 

consent thereto and r a t i f y a l l of the terms and previsions thereof, exactly the 

same as i f 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 i n their respective acknowledgements. 

DeTnTei L. Simmons 

Jane D. Simmons 

STATE OF UTAH 

COUNTY OF 

The foregoing instrument was acknowledged before me this /-? ^day of 

AT; November > 1964 > hy Daniel L. Simmons and w i f e , Jane D. Simmons 

.A? c*je^ A 
. o r £> Notary Public in and for 

My Commission Expires: S~ ° State of Utah 

STATE OF 5 
jj 

COUNTY OF \ 

The foregoing instrument was acknowledged before me this day of 

, 19 , *y 

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



CONSENT AND RATIFICATION 
CHINA C.DTON UNIT AGREEMENT 

EMBRACING LANDS IN EDDY 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 September 1964 > a n d 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 a l l of their 

said interest to the China Canyon Unit Agreement and do hereby 

consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 

same as i f 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 i n their respective acknowledgements. 

Graham Peveler sn 

z«iia reveler 

STATE OF NEW MEXICO \ 

5 
COUNTY OF EDDY \ 

The foregoing instrument was acknowledged before me this 3-<g day of 

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

Notary Public in and for Eddy 
My Commission Expires -£J&£ 7 State of New Mexico 

STATE OF \ 
— \ 

COUNTY OF ii 

The foregoing instrument was acknowledged before me this day of 

, 19 , hy 

My Commission Expires: 
Notary Public in and for 
State of 



KAAEACING LAIvUS In AA'AY CCUNATX, WH K2XIC0 

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

copy of the Unit Agreement for the levelopmer.t and Operation of the China Canyon 

Unit Area embracing lands situated in "^.v County, Now Mexico, which said 

agreement is dated the 29th day of Sent .••rnber , I96A , and acknowledge that they 

nave read the same and are familiar with the terms and conditions thereof. Tne 

undersigned also being the owners of the leasehold, royalty or other interest 

in the lands or minerals embraced i n said unit area, as indicated on the schedule 

attached to said Unit Agreement as Exhibit "3", do hereby commit a l l of their 

said interest to the China. Corvee Unit Agreement and do hereby 

consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 

same as i f the undersigned had executed the original of said Unit Agreement or a 

counterpart there of. 

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

of the date set forth in their respective acknowledgements. 

Charles G. Taylor ~^ # 

Gwen P. Taylor 

STATE OF NEW MEXICO 
0 

AOUNTY OF SANTA H 

The foregoing instrument was acknowleaged before me t h i s / k day 01 

, 1964 , by Charles G. Taylor and w i f e , Gwen P. T .v lor 

My Comm. Sxnires 

ATATE OF 

W O i \ _ JL W i 1 

Notary Public in ana for Santa 
State of New Mexico 

The foregoing instrument was acknowledged before me this day of 



CONSENT /NJ RATIFICATION 
CHINA CA .TON UIC.J AGRFAAAAIi1 

ICING LANDS IN ANDY COUNTY, NE-.' AAA:CO 

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 D"cH- County, New Mexico, which said 

agreement is dated the 29th day of September, 1964, and acknowledge t . 

nave reaa tne 

that they 

and are familiar with the terms and conditions thereof. Tne 

undersigned also being the owners of the leasehold, royalty or other Interest 

in the lands or minerals embraced i n said unit area, as indicated on the schedule 

attached to said Unit Agreement as Exhibit "E", do hereby commit a l l of their 

said interest to the Chirr Cp-r̂ on Unit Agreement and do hereby 

consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 

same as i f 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 i n their respective acknowledgements. 

ATTEST: 

secretary 

PHILADELPHIA 0~L COMPANY OF CALIFORNIA 

Bv 
President Q 

STATE OF CALIFORNIA 

COUNTY OF KERN 

..ovemcsr 

The foregoing instrument was acknowledged before me t h i s ^___day of 

, 1964 , hy C. E. Strange, President of Philadelphia O i l Company of 

Ca l i fo rn ia , a C a l i f o r n i a corporation, on behalf of said corporat ion. 

My Co m m i s s l o n E x p i r e s S e p ' t e Z ^ 2 ^ l notary P u b l i c a n a n d f o r j f e H 

My Commission Sxpires: S t a t e d . Ca l i f o rn i a . . 

COUNTY OF 

6 
RUTH SCHRECKEN3ACH 
NOTARY PUBLIC - CALIFORNIA 

PRINCIPAL OFFICE 'N 
KERN COUNTY 

The foregoing instrument was acknowledged before me this day of 

19 , "°7 

Notary Public in and for 
My Commission Expires: State of 



CNDA c..YONUNIT AGRZAKANT 
TT'lERACING LANAS IA mmpv CCuAAA", NAW MEXICO 

The undersigned (whether one or mora) hereby acknowledge receipt of a 

copy of the Unit Agreement for the Development and Operation of the Chi ra Canyon 

Unit Area embracing lands situated in _A_AAAL County, New Mexico, vhich said 

agreement is dated the 29th day of F̂ nmumer., lf<9-:., and acknowledge that they 

nave 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 'A3", do hereby commit a l l of their 

said interest to the China Canyon Unit Agreement and do hereby 

consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 

same as i f the undersigned had executed the original of said Unit Agreement or a 

counterpart thereof. 

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

of the date set forth i n their respective acknowledgements. 

David W. Eagerness / 

. eagerness 

STATS OF_COI 

COUATY 0F/_ 

The foregoing instrument was acknowledged before me this /_^_f_day of 

November , 19_6A_, by Davie A. A"mvm-ness end wife, Joan A, m-r̂ mss 

/ / J (—" Notazy Public in and for/^^^^j^/^^g^a^r 
V " & 4 State of Colorado My Commission Expires: / State of Colorado 

STATS OF 

COUNTY CF 

The foregoing instrument was acknowledged before me this day ef 

, 19 , hy 

Notary Public i n anu for 
Xy Commission Expires: State of 



E&ERACTNG 

CONSTAT .A-A RAAÎ AOATNCN 

~TZZDT~'I£ AAAY COUNTY, wi.w 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 Ad Am County, New Mexico, which said 

agreement is dated the 29th day of September , 19&i, and acknowledge that they 

have read the same and are familiar with the terms and conditions thereof. The 

undersigned also being the owners of tne leasehold, royalty or other interest 

in the lands or minerals embraced i n said unit area, as indicated on the schedule 

attached to said Unit Agreement as Exhibit ,;B", do hereby commit a l l of their 

said interest to the China Canyon Unit Agreement and do hereby 

consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 

same as i f 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 i n their respective acknowledgements. 

Lawrence C. Harris 

Marion V. Harris 

STATE 0? p̂mj yp'̂ CO 0 

BOUNTY OF CAWH'S 

The foregoing instrument was acknowledged before me this day 

, 19'A , by karris and w i f e , 

•iy Commission Expires: 5~-

OF 

2 

Notary Public in and for Chaves 
State of New Mexico 

The foregoing instrument was acknowledged before me this 

> 19 , "by 

day of 

Notary Public i n ana for 
Lon Expires: State of 



CONSENT ANTS RATIFICATION 
CHIN A CANYON UNIT AGREAAIANT 

34SACIKG LAIiDS Iri _ w _ GOTO, MEXICO 

The undersigned (whether one or mora) hereby acknowledge receipt of a 

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

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

agreement is dated the 29th day of Sa-rmnmber, 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 a l l of their 

said interest to the China Canyon Unit Agreement and do hereby 

consent thereto and r a t i f y a l l of the terms and previsions thereof, exactly the 

same as i f 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 i n their respective acknowledgements. 

MvanTT u T5uTTtrrmTrm / David W. Fagern 

. Fagerness 

l e s s / 

<%cf« 

STATE OF CO: 

COUNTY 01 

novi 

The foregoing instrument was acknowledged before me 

_, 1964 , by David A. ' •• •• -r,s and w i f e , Jor-

- 3 ^ L _ d a y of 

-err-f-ss 

My Commission Expires: 
Notary Public in and for 
State of Colorado 

COUNTY 

The foregoing instrument was acknowledged before me this 

, 19 , hy 

day of 

Notary Public in a; 
.so ion Exnires: State of 



CCNSANA 

EMBRACING LANDS IN 

7:AT~?NCAv?TCN 
i l u l ' AAAREAAANT 
•yjT CO.,..:.!, NEU MEXICO 

Tha undersigned (whether one or mere) 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 Ah Ay County, New Mexico, which said 

agreement is dated the 29th day of ?-nmemher, IQoA , and acknowledge that they 

have read the same and are familiar v i t h 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 send unit area, as indicated on the schedule 

attached to said Unit Agreement as Inhibit "3", do hereby commit a l l of their 

said interest to the China Car-"-. Unit Agreement and do hereby 

consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 

same as i f the undersigned had executed the original of said Unit Agreement or a 

counterpart thereof. 

IE WITNESS WHEREOF, thin Instrument is executed by the undersigned as 

of the date set forth in their respective acknowledgements. 

I. 
Ae. / ;» P.' ijennin^^ 1 

xiovard W. Jemingfe 

CSV./; t V7> OF ITAXAS 

COUNTY OFv-^yt^^t^^ \ 

The foregoing instrument was acknowledged before me this / ^ d a y of 

November , 19 AA , by Pe~e;y ?. Je"-inrs apd h-^sbann, ffoyrrd .T--^-^r-^ . 

...y ocrm .non EX cpires: £~ /-£S^ 
Notary Puolic in ana for s^J^LAA^, 
State of Texas 

CC~... 

The foregoing instrument was acknowledged before me this 

hy 

day 01 

• TV.--..; ^:ire. 

Notary Public i n and for 
State of 



CONSENT AND RATIFICATION 
rrr-vr'. m,"r:-i UNIT ACRFAAATNT 

EoAIARACING IAKOTlN ":1pAY . 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 Chins, Canyon 

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

agreement is dated the 29th day of September , 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 "3% do hereby commit a l l of their 

said interest to the China Canyon Unit Agreement ana do hereby 

consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 

same as i f 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 i n their respective acknowledgements. 

STATE OF ;-p.- MENT CO j) 
y 

COUNTY OF c~W?S I 

•rhe foregoing instrument was acknowledged before me this «- day of 

November , 196k , hy .Willie O. Hodges and h.isbsnd, L. ?. "o^pes 

Notary Public in ana for-' Ch 
State of New Mexico 

.A-L.̂  ue 

The foregoing instrument was acknowledged before me t h i cay oi 

by 

x m r e s : 

Notary Public i n and 
State of 

:or 


