CERTIFICATE OF APPROVAL

BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

SOUTH VACUUM UNIT

There having been presented to the undersigned Commissioner of
Public Lands of the State of New Mexico for examination, the attached
Agreement for the development and operation of acreage which is
described within the attached Agreement, dated September 6, 1957
which has been executed or is to be executed by parties owning and
holding oil and gas leases and royalty interests in and under the
property described, and upon examination of said Agreement, the Com-
missioner finds:
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(a) That such agreement will tend to promote the
conservation of o0il and gas and the better
utilization of reservoir energy in said area.

(b) That under the proposed agreement the State
of New Mexico will receive its fair share of
the recoverable o0il or gas in place under its
lands in the area.

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

(d) That such agreement is in other respects for
the best interests of the state, with respect
to state lands.

NOW, THEREFORE, by virtue of the authority conferred upon me
under Sections 7-11-39, 7-11=40, 7-11=41, 7-11<47, 7=-11-,48, New Mexico
Statutes Annotated 1953 Compilation, I, the undersigned, Commissioner
of Public Lands of the State of New Mexico, for the purpose of more
properly conserving the oll and gas resources of the State, do hereby
consent to and approve the salid Agreement, and any leases embracing
lands of the State of New Mexico within the area shall be and the
same are hereby amended to conform with the terms thereof, and shall
remain in full force and effect according to the terms and conditions
of said Agreement. This approval is subject to all of the provislions
of the aforesaid statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed,

with seal affixed, this 9th day of September 19 57,
Commissioner Public Lands

of the Stat2e of New Mexico

<«



UNI? ASRERENY
PCR THE DEVELOPGRT AXD OPERATION
OF THE SOUEN VACURM UNIT AREA
IRA COMNY, WOV MEXICO

THIS AGRERMEN?, entered 1nte as of the Oth__ day ef September
1357, by and between the parties swbecriding, vatifying or na-s\uT bereto,
and herein referred to as the “parties derets”, |

“ITRNEEBETE:

~HEREAS, the partiess hereto srs the oveers of working, rogelty or
other oll or gas interests in the unit ares subject to this sgrenmct; and,

JERREAS, the Commiszaioner of Public Lends of the State of New Mexico
(bsreisafter referred to es "Comatssiomer") Ls authorised by as Act of the lagie-
lature (Ssc. 3, Chap. 82, Lawvs 143) as amsnded by Sec. 1 of Chapter 162, lave
of 1751. (Chap. T, Art. 11, Sec. 39, NL.¥. Statutes 1953 Anaotated), to consenmt
to and approve the developmert or dperetion of state lands under agreemnts mads
by lassees of state land jointly or ssverslly vith other lessees whare such agree-
Tents provide for the unit operation or development of part of or all of any @il
or ges pool, field, or area; and,

WHEREAS, the Conzissionsr of Public lands of the State of Nev Mexico
13 suthorized by an Act of the legislsture (Sec. 1, Chep. 162), (lavs of 1.51,
Chap. 7, Art. 11, fec. 51 N.M. Statutes 1553 Annotated) to acend with the approval
of lassee, evidenced by the lessee'’s emscuticn of such agresmut or othervise, any
oll and gas leass subrucing state lands so that the langth of the ters of said
lense =ay cuincide <itn the tern of such agreesents for the wnit operation snd
development of gart oF or all of any oil or s pool, field or area; snd,

~HEREAL, tie 011 Cooservetion Comaission of the State of New Mexico
{(hereivaftar referred to as the "Comuission”) is authorized by an Act of tne
legislature (Chap. 72, Laws 1 35; Chap. 65, Art. 3, Sec. 14 E. 4. Statutes 153
Anrnotated), to agprove this agreexent and the conservation provisions bereof; and,

~HEREAY , tne parties ueretc hold sufficisnt interests in the South
Vacuun Unit Ares coveriog the land hereinafter described to give reascnably eIf-

ective control »f operatiovns therein; end,




WHEREAS , nnth-mdﬁnnﬂh-mtow-mnwn
Yesourees, prevent vasts and sscure other bemsfits miuﬁh shrough develoy-

ment and cperstion of the area subjeet to this agresment undey the termws, coa-

ditioms snd limitations herein set forth.

ROw, THEREFCRE, in consideration of the premises sod the prowises
berein contained, the parties hereto commit to this sgreemsnt their respective
imterests in the belov defined umit sres, and agree ssverally among themselves
as follows:

1. UNIT ARSA. Tne fcllowing described land is hereby desigmated and
recognised ae constituting the unit sreas .

N2+ YEXICO PRINCIPAL MERIDIAR, HEw MEXICO

TSN, AT INSANTRIR AN YA VO A4 AR e MOl g P (1 V4 114 10 W00l o1 Yl

Tovnship 15 South, Range 35 2ast

Section 27: 5B

Section 26: 34

Sectlon 34: NE:

Gection 35: All .
Seetion 3G: GBE, BaSwd, K

Comtaining 1,580 acres, more or leas.

sxhibit "A" attached hereto is a mup showing the unit ayea and the

boundaries and identlity <f iracts and lsases in said arec ic the extemt kmown
to the Umit Cperat:ir. :xhibit "5" stteched hereto is a schedule shoving to the
extent Rnown tc the Unit Operstor the acreage, percentsge and xind of ownership
of 011 and gas interests ip 311 lapds in the umit area. lHowever, nothismg herein
or in said schedule 5r mp siall be construed as a representstion by sny perty
herato as ¢ the ownershin F any interest other than such interest or interests
&8 are shosn in sald map or schedule as cwned by such party. &xhibits "A" and

"=" atall be revised by the nit Uperator woesever changes ip ownership ip the

upit area render such revision pacedsary, or when requested by the Commissicner
~f Fublic Lands. hereinafter referred tc as "Commissicner’.
Ail lsnds committed to 15is agreement sall comstliute land referrsd

L. Perein as "upitized land” or "land subject to this agreement”.




st Ndland, Tenes, is beveby designated as Unit Opeyetor snd by sigmature
mwuum-mnmwuﬁmwm
41m 18 a8 sey forth ia Exhibit T',ﬂw“mﬂhmmmm
ummamummmmm,mm,umm
of waitsised substances as herein peovided. Waenever reference is meds herein

40 ¢t Unit Operator, mhufqmmqutmm-mutm

eapesity and not a8 an ovaer of imterusts in unitised substances, and the tern
"werking isterest ovasr” vien used herein shell include or refer to Unit Operator
ummu-mmmnnmmmwumnu.

Undt Operutor smell
mcu-nmmnupat-qummnsmuamumum
effective until a succsssor Unit Operatcr bas Deen selacted amd spproved io the
mnper provided for ia Section 5 of this sgresusnt. The resigmatios of the Unit
Opsrstor shall not release the Unit Operstor froo any lisbility or any defsult
by it hereunder coceurring prior te the effective date of its resigmation.

Unit Cperator may, upon defuult or failure in the performmuce of its
duties or ohbligations hereunder, be sudject to removal by the sess perceatage
vots of the ovners of working interests deteranimed in 1ike manner ss herein
provided for tim selaction of s wev Unit Cperstor. Such Temoval siall be
effective upon notice thereof to the Comsissioner.

The resigneticn or re=oval of the Unit Operetor under tiis agres:mnt
shall Dot terzinete hLiz right, title or interest es tus ovoer af w worklng
interest or other interest in unitised substances, but upon the resignation or
renovel of Unit Operstor becouing seffective, such Unit Operstor shall deliver
possession of all equipzent, .aterizls and aypurtepmnces used in conducting

the umit operstions and ovoed by the working tnterest owuars to the nev duly

.3—




gmiifisd suecssscr Ynits Opereter or 46 the oviers theseel if a0 sueh v
tait Gperetor is elected, to be weed for the purpces of comiucting wmit cper-
stions bervwnder. Nothing berein shall he eamstrwed as authorising remsvel
of sy weterial, equigmeat and sppurtenances wseded for the prevestion of
any wells.

5. SUECRESOR UNIT OPSRATUR. Viemswer ths Uit Opsrutor shall vesiga
as Uit Operator or siull be remcved as hereimabove provided, the owmers of
the verking imterests according 1o thetir respective acreage imtereste 1a all
unitised lend shall by & mjority vote sslect s sucesseor Unit Operwtor; pro-

vided thet, 1f & majority but less tham sevesty-five percemt (79%) of ths
vorking imterests qualified to vote is ovmed by cmm perty to this agreessas,

A comswrring vote of sufficient sdditicmml parties, 0 as to constitute ia

the aggregate not less than sevemty-five percemt (T79%) of the total working
interests, shell be required to select & Bew Gperetar. Swch selectiom shall
aot become effective umtil (a) o Unit Operstor so sslected shall accept ia
writing the duties apd respomsibilities of Unit Operator, end (b) the selectica
shell have been spproved by the Comsiseiomer. If mo successor Umit Qperetor
{2 selected and qualified as hereim provided, the Commissiomer at his electiom
may dsclare this uRit agreemsat termimated.

6. ACCOUNTING PRCYISIOBS. The Unit Operwtor she.l pay im the first
Dstasce ell costs and expenses imcwrred im somducting umit operstices Mereumdesr
apd such coste and expenses and the working interest bemefits sccruing ereunder
shall be apportioned smomg the ovmers of the wmitised vorkismg imterests {a
accordance vith 3m opersting agreemsEt by and betwveen the Unit Cperetor and the
other o mar: 3! such interestz, vhether o ST =ore, separstely or collectively.
ARy agreemmnt .r :sgreemsnt: sitered imtoc between the vorking imterest ovmers
apd the Unit _jperst.r =s provided ia this secti.a, “hether cem oFr agye, are
Berein referred L. . Vs Tperating Agieemsnt . Bo such agieemmit shall be édsemmd
Jither to oodify sy 7 tie teras apd comditioms of this wnit agreemss’ Jr to

relieve the Uait Operatsr ¢ amy Pight or dligation esstablisned umder this
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conservation of msatural rescurces. mm—rt’#*ﬁﬂﬁrm
prodestive scnes, subject to the SPJrOval of the Comissioner wod the Cowmiseics.
Sush plan or plans shall be molifisd or supylewsmted viws Mossesry to Bmet changed
wummummsnmm#ﬂmaugmw. nescanbls
Wmu-nmmmmﬁamexmw
Ples of developasat. mcmmum-—tw@awa-
tensia of the six-month periol evein pressribed for sbmissien of em ixttisl
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Wit agrosmat, ni 12 cass of ony Sesmeletuasies o o

mndumcuwm“ﬁ“uw'
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enitined substemess are hesedy doligndid oo ant shall mwﬁm:'
Opusster as Merein Jeevidel. Asoupteblie evidumms of Utle 36 sutd Fighte il
umunnwutwmw“m“&
cmstitute end dofine the rights, Jwivileges and loms of Bait Qesuter.
Sothiug herein, hovever, shall be sonsivusd te trwmefey Htls to eny deod or
%0 axy leass er operuting agreemant, it being waderwtost that wnier Whis agues-
mmt the Unit Cperetor, in its cagaaily e Uutit Opeveter, chull emeveiss the
righte of posesssion smd use vested 35 the partiss Merwte @hly fer the purposee
hevein specified. 7 |
8. DIILLING 70 DISCORNRY. The Uit Opsrator shall, ca Whe effective
mcmsw,mm:w-mﬁmmmhﬂ'
ﬂﬂmmm&dﬁ.lﬂ.“ﬂ%fhiﬂt“ﬂﬂm
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drill satd well with due diligenes $& & depth sufTieient to %Wt the Deveniam

formatioe or to such & depth as waitised subetances shall be discovered in puy-
mmuun.umrmcmum,nﬂ- optaten of Tait Op-
!m,hhummtmwmﬂﬂ@whm
or impracticable; provided, howewer, ﬁhﬂ%ﬁpﬁu{h}ln‘. in ey evens,
be reguired toannmawuamhmdﬁ.#aﬂ. Wil o
umndnhyuitamtiﬂmmh‘gh&p&ﬂhnf
1ag guantities, Unit Operator shall semtimme drilliag 4iligemtly, ans well at

s time, alloving not more than six wonths betuveen the sampletion of ome wall
Mﬁbﬁm“o{mmnm,'ﬂl‘mWGMﬂuﬂ
m-nmngmzuuumeommaﬁ-m

nissiomer, or until it is Mm%tﬁuﬁ“ﬁ.dﬁlwt

Operator that the unitized land 1s imcepable of producing unitised substances

in peying quantities in the formmiions &rilled htmhr‘.




Any wll commsaced prior to ts effective date of this asgresmsat ypon
the wnit sres and drilled to the depth provided herein for the drillimg of aa
initial test well stall be considered as eomplying vith the drillisg requiressamts

The Commissiomer may modify the drill-

ereef vith respect to the initiel wll.
ing reguiremsnts of this ssction by gremtimg ressomsble sxtensioms af time vhea

in bis opiriom such actiom is varremted. Failwre to comply with the drilllng

provisions 5f this srticls shall autommtically terminute tils agreessmt s to all

its terms, comditicms zsnd provisions asd all rights, privileges ssd obiigations

grantad by this unit agreemsnat shall cesse and terninete as of tbe date Of any

ek default.

J. FARTICIPATICN AFTER DISCOVERY. Upom completion of 2 well capsble

of preducing unitized substences in psylag quantities, trec wmers of working

intereste shnll participate in thw production therefrom snd In sll other pro-

ducimg ¥ells «uich say be drilled pursusst heryeto in the proparticne thet their

respective leancunld interssis covered heroby o8 sn scresge basis bears to the

total musber P srrpes oxmitted to this umit agreemest, snd sucn unitizes sub

stagoes sisll be deemnd L heve been produced frum ihe respective lezsehold

ipterests puviiciseriog therein. 7oy the purpose of deteralning any bemstits
aoorRing ulkey Yoo sgrecnernt and the distributisn of tle royzlties payabls

te the Ltate Of Swv TExlos sl other lessors, esch sepatute lesse shall have
slioceted 4o 1t such peruventsyre ¥ sald production a«» te maaber of sores in
garh lepse Teummoilively covoditizd to this cgreesent ears o the $0tel nunber OF

gsores comibten wreto.

Hrvdithastending wny crovisiog comielinmed nereln o the contrary, each

e Tr————
*

vorking Interesy wwuer shell twve the right to take such ~wier's proportionata
srare f the unitived susotanoes 1 Kind or o persomslly zell i dlspase of e
sgme, alRd notning herein contsiped siwell be construed @s giving or preating to
the Unit Uperstor tae right Lo sell or othereise dispise U the nroporiiopute

share of any working interest e without specific gutsosrizsticn srom bizse W

sde ALLUATIGH OF o6 JAPTIE, ALl uniciwed subslwpees produced Irom

sarch Lrsat 10 the unliized srex ontablisned under Lhis .groevmsnt, ¢xcepli any

F




mmunm-mm‘;m,c—-&
oAy lovt, shmll b desmed o W JUmiesnt sqully o an Sereegs Mels foem the
sovaiml tracte of the usitised lent, eSd fer She Juspesy of deterniagng any
mm««ca“w,“ﬂﬂﬂmu
Munmmaamu@muuu
emtize waitised sres. TV 1o hesehy agioed Shat preduction of witissd sb-
mmmmuﬂmd‘nhm“mm.w
mammrwnmmmﬂwmundam
unitised arsa. |

Testals due the State of Nev ¥exlos sl other leseors shall be petd by the
respective hlnmunecwinanﬁﬁlﬁﬁuotﬁkm.

ALL royaities due the 3bete of Nev Mexico emd cther lessars usder
the %erms of the lsmses comxitted 10 this agivemmnt shall be computed amd paid
OR %89 basis of 2ll unitited substanoes allocated $o tiw hmcun lonses
comeited hereto; provided, hovever, the Stete shell be eptitled to take i
kisd 1ts shere of tie unitized substamees sllocated to the respective loeses,

and 18 such csse the Unit Operetor shall mmhe deliveries bf such royalty oil

18 accordance with the terms > the respective lsases. ‘

I the Unit Operator istrcduces gas obtuioed from sources other thea
the umitigzed substamces into say produeing formstion for the purposs of rep-
ressuring, stimulating or incressing the wltimate recovery of uaitized sub-
atances therefTom, = llike omount of gaw, if availuble, with dus allovance for
loss oY depletiom from any cause say de vithdrsva fros the formstiom {ato which
the gma vss intMduced roysliy fres as to dry gas bhut aot. as to the products ex-
tracted therelros; provided, tiat such vitbdrewval atell be at such time as may
be provided fn s plan of speratioh comsentsd tc by the Cowmissioner and approved
by the Comalssicn as canforming Lo good petroleum engimeering practice; snd pro-
vided further, thai such right of mthdrevel shall tercinste oo the tersinstios
of this unit sgrecosnt.

If sny dwsse committed hereto iz burdemed with an owerriding royaliy

PHRRBL outl o7 productiss r other charge in additica o the usual royalty, the




VAT of each such lesss shell beer enl asows the same owk of the wnitised

sulotensss sllocated 1o the lands eshenesd is sech such leass os provided

to the explovetion, drilling, dvvelopwmat, or cperutisn forr oll or gas of the
mmnawm:wmu,"manmm-
ioner, 38 t0 lands of the State of Hev Mexico amd by ths other lesaors as o

privately ovasd lands, b, and the seme are bershy expressly modifisd, and

enended imscfar us they apply to Jands within the umitised ares %o the extemt
mcessery to aake the same vonfors to the provisions beweof and so that the
langth cof the term of 381d lenses will be aw inesofar as Secwssary to
coimcide with the terwm of this agreewsat snd the approvsl of the agreemsat by
the Commissloner and/or the lezses shall be effective to comfors the provisioms
and extend the term of easch such lease ss to lands within the umitised sres %o
the provisions and terms of this agreswent; dut sthervise to remsin in full
fores and effect. Cach lease coemitted to this agreessut shall caatinue in
fores beyocnd the term provided therein so long 22 this agreeawnt rsamins in
effect, provided, drilling operstions wpon the inistisl test wall provided foy
herein skell bave been —“oemenced or said wll 1s {8 the process of being drilled
by the Unit Operstor prior 4o the expiration of the shoorteost term lesse com-
mitted to this spreement. Teradmetion of this agreemsnt smmll not affect any
lonse which pursuant ©o the terms thereo! or smy applicabls lavs shall contimm
in full force snd effe-t therzafter. The commnceasnt, cogpleticam, operation
vp praduction oF » well op any pert of the unit asres zhall be resspectively com-
strued and copsicsred us the cummencemsnt or conpletion or cperetiom or productica
£ 8 well within fse werss and provisions of esch of tiw oili and gas lsuszes to
the seae extenl a5 though sach oossmbBcemeRt, cagpleti-om, Sperstiom or production
wag eerried m, copEbucied of OF Jblaimed from sny such jlessed tract.

Ay lesss exbrocing lapdes of the Stele of Bew “exico baving only o

portion of its lapds cuaniiiod Wereto sbell be segregstal =3 to the poriiua




!

s i TN . 1

' Wﬂ“ﬁm““‘ﬁ“l#~~~u

ﬂwummmmadﬂmu
haneef. mm-udmm«mmumm.,
-mmmammummmm-m«as&
m-—mmm”ummd«hnndmm
Wmuuammh“umw.udﬁdm
mwmmwhdmwumwm-m-a-
mammmmnmm-ﬁmuwmnmu-
mﬂmummﬁ-ﬁm;uu.nﬁomdm
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mnmrmmcrﬁaqunmmmmw
prosscwted, mutmr-sunumwafdww,au
mmumum:mw-ﬁwsaawmdwmmu
therein, so long theresfter ss usitised substances im payinmg queativiss are
kmmdttmmponimefnﬂm ‘

13. CONSERVATION. Operaticms hereunder and Malcruiuud
m:-muummwwwmmmsww-fnm
nemofu:.dmumawitmm,uthWthomu
isve or regulations.

k. [RADMAGE. The Unit Opsystor stall tale appropriate ead sdequste
svasures to prevent drainegs Of uBltised substances frow Wnitised lamds by wells

on lomds not subject to this agreemsnt .
The covenents herein shall be congtrunt

15.
15 be covenants rusaing with tis lasd with respect to tbe imterests of the parties
herets and their successors in interest ustil this agresmsnt teruimtes, and
any grent, trancfer or SoBVeyaRo®, of {pterest in lapd of leeses subject hereto
shall Be and hereby is comditioned wpom the ssouption of all privileges and
chligations bereunder Ly tie grantes, tremsferes oF othey succuscor in inmterest.
B assigment or iransier sf any vorkiag roysity oF other ipterest sublect heretu
sholl be binding wpon Unit Cperator ustil the firat day of the calemdsr aonth

sfter Unit Jparetor 1o furnlsnsd with the origimel, photoststic or certified

copy of tte imsirument T sransier.
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sshataies 80 discovered cen e prodweed as sforessid. !klmwh
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«Urovel of the Commissiomr. LiNevise, o6 provided is Sectiom & hareat, the
mmumuuammmumum-&mmu
of tue date of sny sech defwult, wwtomptiedly termisate this wmit agressamt.

17. BATE GF FRQEEXTICE ALl prodmction snd the disposal Sweweof
shell be im comformity with allocstioms, allctusmts sud quotas mede or fimed

by the Comnission sad in conforsity vith all spplicsbls lavs esd lavful reg-
- ;

16. APPEAMICES, Unit Operetor shall, after motics to other parties
affected, dave the right to appeer for and om behalf of any est all interests
MbNthmthmdmomduﬁMM@m
Comservation Comission snd %0 sppenl from orders Mﬂ-rtbm
of the Commiasiomer oy Comissich or o epply fox nlhtimwotuung-
-Wmﬂwwé@nhﬂnhmﬁmm&mhﬁam Com-~
aissiomer or Comaission; provided, howver, thtwstﬁrmmlhn

also have the right st Mumam%mmuaduwmuwm
19. KTICES. All motices, demsnds o stalemsBts Pequired bereunder

o be glvep or rendered to the partiss bereto shaili e dnud fully given, 1f
given im vriting and percomally deliveswd o0 tie party or semt by postpeid,
registared mail, eddressed tosuch paryy oF pertiess st thair respective adldresass

~10-
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s gllosatiom of costs of exploration, development and operation. After
opsrations are scummnoed hereunder, the right of subsequeat Joinder by a
wesking interest cwer shall s suhject to all the requirvsmats of any appli-
O’-.' operating agresmeat betwesn the werking interest mr- relative to

S sllosatien of coste of explovution, developmsst sad opsraticn. A sub-
-—thuhrdlnhd‘fnnwudthﬂutaqarmmthtdlmu

the filing wvith the Commissiener and the Commissica of duly smecuted counter-

parts of the instrament or instrumets comitting the iaterest of such ower
ts this agreemmat, but sueh joining party or partiss before pearticipating ia
sty Semafits Maveundsr shall be required t0 aseume and pay to Usit Operator
their proporticnate share of the unit expesss incurred prior to such party's
or Jartiss' joinder 1ia the wait agmemat, and the Uit Operator shall make
ajprepriste sdjustasats csused by sweh Joindar, without any retromctive adjust-
aat of revems.

23. COUNTERPARTE. This agreemsnt may bs zxecuted 1a any susber of
SOmeTPArSS, 50 cae of vhich needs 1o Be exsouted by all parties or may be
7etified or ecnssated %0 by separate imstrument ia vriting specifically refer-
ring Mesete, and shall M bindiag upom all those parties who have smcuted
oush & somteryart, ratification or conesst Mereto vith the same fores amd
offeet as 1f all sush parties had sigeed the same documst end regardless of
vhetier or a0t it is emscuted by all ether parties owning or claimiag ea in-
Wreet iz the lands vithia the above dsseribed wrls ares.

I8 VITERSS VIRNECr, the unisveigwd parties hereto bave caused this
ogvesmsnt 10 b ameuted as of the mageotive dates set forth opposite their
sigeatures. |
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1957, by and between the parties subacribing, retifylng or sonseatiag herwie,
and feyein referred %o as the “parsies mrete”,
“NITHNEEBSETH:

SEERREAS, the partiss hereto are the oviers of wosking, ropulty er

other o1l or gas interests in the unit area subjsct %o this agreemsst; amd,

JERNEAS, the Comaissicmsr of Pablic lands of the State of Jew Mexice
{(bereisafter refarred to a8 Tomsissioner”) is autborised by an Ast of e Isgls-
leture (Sec. 3, Chap. 86, laws 1343) as amnded by Sec. 1 of Chapter 162, lave
of 1751. (Chap. T, Art. 11, Sec. 39, E.N. Statutes 1953 Annctated), to consent
to end approve the development or operstiocn of state lanids wnder agresments mele
¥y lassess of state lard joiatly or ssverslly vwith other lsssses viere such agree-
sents provide for the umit opereticn or dsvelepment of part of or all of ey oll
or ges pool, field, or sree; and,

WHEREAS, the Conzissioper of Public lands of the utate of New Msxice
{s autbarized by en Act =f tha lagislature (Bec. 1, Chap. 162), (lawve of 151,
Coep. T, Art. 11, Sec. b1 .M Statutes 1953 Annotated) to ammnd vith the approvel
af lessee, avidented by tbe lessee's emscuticn of such agresmsut or othervise, ssy
o0ll snd gas lesse sudracing state lsods so that the length of the term of said
lense =zay coincide with tbe tern of such sgrvements for tim unit opsration and
development of part of or all of any oil or gas pool, field or ares; and,

SHEREAS, the 011 Coossrvetion Comasiesion of the Stata of Yev MNexico
{rereipafter referred to a8 tus "Commission™) is suthorized by en Act of the
legislature (Chap. T2, lavs 1.35; Chep. 65, Art. 3, Sec. lk B4 Statutes 1753
annotated), to approve this sgresseant and the conssrvation provisions bherecf; and,

#HEREAY , the parties iereto hald sufficient interests in the South
Vacuuwe Unit Ares covering the land hereinafter dascribed to give reascaably eff-

ective control of uperations therein; and,




WHEREAS , n.uthme-etﬁlmhat‘ehmm
Tescuress, prevent wvaste and secure other bemefits cbtaimable Shrough develop-
ment and operetios of the ares subjest to this agreement wnier the terms, oom-
ditions and limitations herein set furth.

WOV, THEREFCRE, in comsideration of the pvemises and the promises
bereis eamtained, the parties hereto commit 10 this sgreemsst their respective
isteTests i the belov defined umit area, and agree severslly amcug themselves
as follows:

1. UNIT ARSA. The following described land is heredy desigmated and
recogaised as constituting the unit ares: *

¥E< VEXICO PRINCIPAL MERIDIAN, NBW MEXICO
Tovaship 15 Sowth, Bange 15 7ast

Sectiom 27:

Section 26: Sk

Section 3b: B

Section 35: All

Section 36: GBE, MSwd, K

Comtaining 1,500 scres, mcre or lesss.

Zxnibiz "A” attached hereto is a map showing the unit srea and the
boundaries and identity of tracts and leases 1 said arec tc the extent kmows
1‘;0 the Unit Cperatur. =xhibit "B" sttached herets is a schedule showing to the
extent powvn tc the Unit Operntor the acreage, percentage and Xind of ownersalp
of 01) and gas interests in all lamds in the unit area. Hovever, nothimg berein
or in said schedule or map zhall be construsd as = represenmtation by any party
hereto &8 t. the ownpershirz ~F any imterest other than such intarest or interedts
a8 are shown in s5aid mep or schedule as owned by suck party. Uxhibits "A" and
=" stall be revised by the Unit (perator whenever changes ip owpersaip in the
unit area rendey such revision necessary, or vWhnen requested by the Cosnissiomer
~f Public Lands, hereinafior referred tc as "Commissioner”.

All lsnds committed to tuis agreemsnt siall cupstlitute land referred

t. berein 3s "unitizad land” or “land subject to this agreement”.
grae
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ooy csempletion of a wll csyubls of predusing wnitissd svbetances in paying 7
ouatitiss, the Uait Operator shall swbatit for the appreoval of the Commdssioner,

sod the Camission, an asceptadble ylen of developmut aad ocparatien for the
wmitised lend vhich, vhen approved by the Cammissionsy, and the Cemmission,

shall emstitute the further drilling ead operatiag chligations of the Uait
Operator under this agrecmsat for the paried syecified therein. Thereafter,

fren tim to time before the expiretion of say existiag plam, the Unit Operator
shall submit for the approval of the Commissiemer, and the Commission, & plam
for sa additional specified pericd for the developmnt sl opervation of the
waitised land. Any plan submitted pursuant to this section shall previde for
the exploration of the unitised arva and for the determimation of the ares or
aress thereof capable of producing muud substances in paying quamtities in
sach and every productive formstion snd shall be as complete end sdequate as the
Commissioner, and the Commisaion, may determine to be macessary for timely devel-
opment and proper conservatlian of the oll and gas resourves of the unitised ares
and shall (a) specify the number and loeations of say wells %0 De drilled and the
proposed order snd time for such 4rilling; snd (b) to the extent precticable

specify the operating practices regarded as necessary and advisable for proper

conservation of matural rescurces. Jeperate plans may be submitied for separate
profuctive zonss, subject to the approval of the Commissionsr and the Cowmisaiom.
such plan or plans shall be modified or wipplemsmted vhen necessary to meet changed
conditions or to protect the interests of all parties to this sgreemant. Beasonable
d4iligance shall be exercised i{n complying with the obligations of this approved
plaa of devoslopment. The Commissioner is suthorised to grant a reasonable ex-
tennion of the six-month periodl herein prescrided for sutmiszsion of an initial
plan of development wheres such action is Justified Decause of unusual conditions
or circumetances. After completion hereunder of a well capable of profiucing any
unitized substances In paying quantitiee no further wulls, sxcest such as may be
noecaessary to afford protesction asgainst operations pot under this agreeamsnt of

such as may be wpecifically approved by the Commissioner shail be drilled except

in sccordance with a plan of Aevelopment approved a= bereio.




it agreamat, ani in enss of sy incensistencies or senfliet dotwesn Viis
wait agresmsnt, and the eysruting agreemsat, this wait egresmmat shall ysewail.
7. KIONTS AND CRLIGATIGNS @ UKIY GPEMIGH. Zuowpt as othervise
spesifically provided herein, ths exelumive right, yrivilegs and &xty of ewer-
elsing sny sad all rights of the parties hersto vhich arv 2eeessary of seaven-
ieat for prospecting for, profusiag, stering, allosating snd distriduting the
unitized substances are hereby delegated to and shall be emsrcissd by the Unis
Opsrator as herein provided. Acceptadle evidemce of title te said rights shall
be deposited with said Unit Opsrutor and, togeider with this agresmsat, shall

cemstitute and define the rights, privileges and obligations of Unit Operuter.

Bothing herein, however, shall be comstrusd to trmnsfer titla to say laad or
to amy lesse or operating agreemaat, it beimg understood that under this agree-
ment the Unit Operator, in its oapacity as Uait Operatos; shall emsroise the
rights of possession and use vested in the parties bareto anly for the purposss
herein specified.

8. DRILLING TO DISCOVERY. The Unit Opsrator shall, on the effective

date of this agreement, commence opeyations upon an adequats test well for odl
and gas upon same part of the lamds ewbraced within the unit arsa asd shall
drill said well with Aue Ailigence to a depth sufficlent to test the Devomian
formation or to such a depth as unitised substacces shall be discovered in pay-
ing quantities at a lesser depth or until it shall, in the oplaiom of Unit Op-
erator, be determined that ithe further drilling of said well shall de unwarranted
or impracticable; provided, however, the Unit Cperator shall not, in say avent,
be required to Arill said well to a depth in sxeess of 12,%00 feet. Until a
dAiscovery of a depcsit of unitized substances capable of being produced in pay-
ing quantities, Unit Operstor shall comtinue drilling diligently, e well at

a time, allowing not more than six months between the completion of one well
and the beginning »f the neit well, until a well capable of producing unitized
sybstances in raying guantities is completed to the satisfeetion of the Com-
missioner, or until it {5 resscoably proven to the satisfaction of the Unit
Jpesrator thet the unitize? land is incapeble of producing unitized wubstances

in peying quantitics in the formmtions drilled hersunder.
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hs Wit sres and drilled 1o the dopth previded hasein for the drilling of en
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havess with respect tc the imisial wil. ﬁWﬂﬂ#ﬁm
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in his opision sueh action is warremied. nn-wgqnaﬂ-m.ms
mmamwmmnmmmﬁmwaum
1te terms, comditions and provisioss asd all rights, privileges snd cbligetians
mumthwwnwmnwmﬁudﬁtmdq

Upon complation of s wll capelils
of producing unitised substances 1R puying quastities, th- owmrs of working
imtereate shall perticipate in the production therefrca ssd in all other pro-
mmnmmmwummwnmnﬁmzmmmk
respective lensencld interssis coversd hereby o an screage besis bears to the
total mamber of soTes commitied to this umit agressent, snd such unltized subd-
stasces sball be deemsd 13 heve beem produced from the respectivs lsssebold
imterests participating therein. For the purpose of determining sny bemsfits
pnecrulng umder thiz agrecsent snd the distributiom of t&z royslties payalie
to the Ltate of Hay ‘@xics and cther lsssors, each sepurate leasse shell bave
nlloceted %¢ it such parcemtage of sald productiocs ae the wusber of scret in
euach lease respectively commitied to tils ageomsnt bears 1o the totsl ousber of
scres comblitted Seraii.

Katwithotanding sny provision conteined herein to the comtrery, each
vorking Interest owner shalil have the right to take ;ucti ey 's proporiiomte
ahare of the unitiied substances im kind or to persumally swll r dispuose of lLbe
soms, and notbing Werein contoined shall be construsd as giving or granting to
the Unit Operstor the right to sell or othervise disposs of the proporticeete
share of aufiy working interect ovmer without specific suthorization from tisw to
tiae 8¢ o du.

10, ALLULATS 1] cH, All unitized substamces produced rown

gach tract in the unlitized wres establisted under thlis cyreemsant, excepl any




part therecof wsed for preductica o oW lapmat purpesss ereundisr, or Wnveld-~
oy 1sst, shall e desand to e produeed ogmlly o an acreangt Wsis frem Um
sevarsl trects of the umitised lsmd, snd for She pwrpese of determingag eay
wousfits that acerus om b acresge baeis, each such trect shell lmve Weea
slloeated to it such percantage of said pruluction az its sres Mesrs %0 the
omtire maitized area. It is herely spreed tlat predustion of wnitised swd-
stances from the unitised arwa shmll de aliccated as provided herein, reg-
ardless of vhetiar sty vells are drillsd om any perticulsr traet of said

rentals e the State of Nev Mexico amd ather lesscors shell be paid Wy the
rospective lasase o«mors in sccordapmos with the tefms of their lseses.

All royaities due the igete of New Mexico s other lsasors under
tne tevas of the lesses committed to this agreemest shall be computed and patd
on the basis of 51l unitivred substences zllocated to the respective lesses
cosmitted hervto; provided, bovever, the Htate shell be entitled to taks in
kind its share of tie unitized substapoes aliscated to the respective leeses,
and 1B such cese the Unit Coerstor shell make deliveries of such royalty oil
in accordapee with the terms o7 tim respective leases.

If thw Unit Operntur imtrofuces gas obtsined Trom sources otber than
the unitized substancua imto smy producing formetica for the puwrpose of rep-
meoouring, stlmulziinyg or increasing the ultizate recovery of umitized sub-
ztopoea terelrss, o like smount o7 ges, 1 avseileble, vith éue allovamnce for
inge o deplati-m Iy any chuse zay b3 withdrasn fros the formstiom iato wiich
the gRs ves intreduied royalty Tree a6 to dry gas but not ax to the produsts ex:
wrscted thereiron, crovided, st such vithdrawal stell be at such tlae as may
e provided In o« plan 0 cperaliub consemied Lo oy the Ootmalesioner amd spproved
“F vhe Commlssicn as comlorsing Lo good petruisun englimsering practlce; and foi o2
vided further, ii«l Swon clphs o0 estdwiraval ebell tesainetwe on the tersisation
38 thls unlt sgrevacast.

I apy accss oowaltisd merets L burdened wiin en overridlnog rayelly

PR AL U produetion r o other charge 1B additlion Lo tie wsusl royally . he

ILLEGIBLE




oumy of each such lesss shall Weer and asoww e sase owk of the unisised
mamuummmnuam‘mum

of a1l lesses, mblsases, cperating agresmats, aad other ceptivacts relsting
to the exploretion, drilling, developwmat, c¢r cperetion for oil or gas of the
McﬁtﬂﬁMcWﬁu,mmwwmm-
m.r,utohnhefth-Suué!lnt:teenﬂﬂthmmuu‘

privately owmed lands, te, and the same are Rerely expressly modified, apd

smended imsofar s they apply sc lasds within the umitised ares to the extemt

messsary to 3:eks the ssme confors to the provisions hexwctf and so tiat ths
lsagth of the term of seld lesses will be extenled ineofar as mecessary to
coiseide vith the term of thizs agresssmt snd the approval of the agreemsst Wy
the Commiscioner and/or the lesses shall be effective to comform the provisioms
and extend the term -f each surh luese as to lands vithin the umitized ares ic
the provisions and terms of this asgressmot; but sthervias to remcis in full
force apd effect. iZach leape coemitted to thie agreemest shall coatinue in
rores boyond the tarm provided therein so long s this sgreeswnt rommins in
effect, provided, drilling operetioms upon the imitial test wll provided for
herein stall bave been ~ovmenced Or sald wmll 1s in the process of being drillsd
by the Unit Cperutor prior 4o the expiration of the shortest term leswa com-
mitted to this gwesent. Tersimetios of this zgrsewment shmll uot affect any
lense vhlch pursusnt to the terms thareol or eny sppliceble lavs shall continm
in full force and effect thereafter. The commncesent, coPpletica, operation
or production F 4 well 0B any part of the ubBit sres shell be regpectively com-
strued sbd comsidsred w8 e comseacemsnt or cospletisa or persticon or productiocn
sf e well within Lae werms and grovisioms of esth of thw vii and gas lazses o
thiz seme watent oo though such vosssacement, ouletion, operetion or production
wus cerried -om, cobduries on oFr obtaimed from sny such leased tract.

ARy degs osbrucing lands of the State of Bew sexico paving only o

portivn oF (1o lophs coarmiticl HAr9tO elEmil Le segregetol as to Lhe portiva
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comittod i 3¢ \he portien net comited, end e toras of suh detee shall
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being produced from szy porticn of seid lamis. |
13. CONBERVATION. mwam«-uauu
ccaducted to provide for the most seomomissl snd efficient

swbstantes shall be
Mﬁﬁﬂm-ﬂ““,u%hwwﬂum

1svs or regalaticas.
k. DRAINAGE. mmtmanmwuuuﬂmm
msEsares to prevest drainegs afﬁt&ﬂmue-ﬂﬁadmw\-m

nlaﬂlmmﬁawm:w

. COVENANTE RUS -ITE JAND. mmmumumw

tokwrmiuvzwtm Mﬁﬁameﬁwﬁw:‘usdmm
mmmummsmumﬁmm-phmnummc,aﬁ
anRy grest, mﬁrxmwm,ﬁ“ﬂnu#mmm
shell ¥ snd heredy i3 coaditionsd upon the maf all privileges and
shligations hereunder by Lhe grantes, sremsferes oxr other saccussor iR imterest.
K assigament or transfer sf any working Ioysity or azhexf intervst subjlect beretc
thall be binding upon Unit Cperstor wetil Ve first day of the celsnder acath
alfter Unit Operetor 1 furniabed ﬁﬁtb srigisel, pbatomtatic or oertified

capy of the imstnament ST transfer.
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16, STYEEXIYE DASE AND BEN. This sgrecmst shall beeeme effeciive
wWon agproval by the Commissiemer and sinll termimte 1S Wwo Jeers after sush
aste wnless (2) such date of expiretion is extended iy the Coumissiemer, or
&).nmmmwumm-mmﬁ-dmm
during said {nitisl terw or any eslension Shereof in vhieh case Shis agree-
aeut shell remuin im effect so lomg as unisised substanees can b produced
from the unitised lamd im payimg quentities, and, should predustion esase, %o
lomg thereafter as diligent eperwtious are in progress for the resterstios of
production or discovery of mv preduction aad so long thereafter as the wnisiassd
substamces 8o discovered can be profuced as sfcreseid. This agresmamt amy be
tornissted at sny time by not lsss tham sevemty-five percent (79%) on aa
acreags basis of the owvners of the workiag imterosts sigmtory bereto vith the
spprovel of the Comaissiomer. Likevise, s provided in Sectiom 3 herwof, the
failure to comply with the frillisg provisions of this wilt sgreemeat shall as
of the date of any such default, swtomsticslly terminmts this unit agreemant.

17. BATE ¢F PROIACTICH. All production spd the dispossl thereof
shall be in coaformity with alloostions, allotmente snd Quotas made or fixed
by the Commission and in conformity with all applicabls lawvs and laviul reg-

ulations.

1F. APPEABARCED, Unit Operator shall, after motice to other parties

affected, bave the right to appeer for and o behaif of anmy and all interests
affected hereby before the Commisalcmer of Public lands and the Bev Haxico Ol
Conservatisn Cosnission nnd (o sppesl from orders issued under tiw regulaticns
af the Sommizsicper or Uomissicn of o apply f.r relief from sy of said reg-
ulstions or ig wumy yrocesdings relstive 1o cperations pesdisg defurw tim Com-
3issiomer or Jomsission; provided, owever, that any other imteressted party simll
#13C have the rigni i hig OWB cXpanse i sppear and 10 participets in any such
prooweding.

1. ETILIL . AL noiites, demends O staleueBits Meguired wereunder
L3 e glven or relterer Lo VP8 partics bereto suall De deesed Nuliy giwven, if
given in ~riting und perionally delivered to i party OF seat by sosipaid,

egistarcd weii, adarusses Loduch party @ purties atl belr respective cadresnes
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20. UNAVOIDAKIE DEIAY. ALl ehligetions waler $kis agremmss re-
iring the wtmmwmnmmahmn'
or preduces wnitiseéd swbstances frem amy of the lsude eovered by this agree-
sent shell be suspended vhils, bt caly so leag &5, the Unit Gperster, des-
pite the swercise of dus care and diligemse, hW;ﬂulm"lﬁ
sech cbligetioms, in vhule in pars, by strikes, wr, scts of Jod, Federsl,
State or sumicipal lav or sgencies, upvolidedbls sccidemts, umsomtrollable
delays 18 trassportation.imebility te obvisin sscessary mtarials {n cpen
sret, or other zstters bayood the ressoumdle comtrel of 4he Unit Cperstor
viether similar to mstiers berein smamrsted or Bot.

21, LOEL OF TITIE. 1In the evemt titis to any trmet of waltizad
lemd or substantisl interest tiereim shall fell smd the trwe ovmer cammot
be induced to ioin the unit agresment so that such tract is ot commlittad
0 tuﬁ agresment or the nperetiom t'&lmr Wresunder beccoes impracticabls =8
e result theresf, such tract may be eliaimwted from the ymitived sres, and
the imterest of the pertics resdjusted as s result of such tract boimg slimin-
sted from the unitized arve. In the event of 2 dispute as to the titls to ey
royalty, vorkisg or other interest subject nameto, siw Unit Operstor ssy with-
bold payment or delivery of the alloosted porticn of the umitized substamces
tevclved om account therasf vithout ldablliyy for interest umtil the dispute
1s fimelly settled, provided thet oo peymesis of fundz dus the Stase of New
Mexico shall be withheld. Unit Jperater as such is relleved Irca apy res-
pousibility for say defsct ur failwe of sy title hereunder.

Any 9il or gas imtervet io lands within

the wolt area Dot cussitied hereto prior to the submisseion of this asgrecaeky
for final spprova. eitbor by tlhs Comxission or Tommissiceer ey be comntitted
hereto by the ovmer f swmers of such rights subscribing or consenting to this
agreoment Or eXeluLing @ ratification thereof, and 1f such owner is siso & work-

ing imterest ovpers, by subscribiag to the opereting agres:enit providing for

,,ll.,

ILLEGIBLE




t._ip.l.n.u- of gosts of exploration, development and opermtion. After
opljhlmmmchmh the right of subsequeat joinder by a
-ﬁ:;xmmwumummmumww»m‘
* operating agrvemat betwen the vorking interest amers relative to
nim- af ceste of explorution, development sad opsratiom. A sub-
*Mlﬁl&hcthmnudtbﬁntwwmmthtnnoﬂu

the £1ling with the Commissioner snd the Commissica of duly swecuted counter-

nﬁcd the imstrement or instruments committing the interest of such ovner
“ﬂlw, bt sush joining jerty or parties Lefore participating in
w?h-nuhn-hrmnhmmwmndmtomtépm

prepertionate Mare of the unlt sxpesss incurred prior to such party's
af ! Joinder in the unit agresmmat, and the Uait Operetor shall mebe

. sijustusnts cansed By sush Joindar, vithout say retroactive adjust-

idm.

23. COUNTRAPARTS. This agreement may be vuecuted 1a any number of
uﬁ!hnsru.u—‘mehmutauonmbgnumﬂormh
nt{hﬁd or conseatad %o by separate instrumsnt ia writing speeifically rofer-
!*Mdﬂlhumqmmmmamnwoawm
#.m. ratification or onssat hereto with the sems foree asd
lf?luulflu“m”uum&n-dmt.lnmud
) oF 804 it is smecuted by all other parties owning or claiming sa ia-
6t 13 the lands vithia the sdove deseribed uait area.

IR VITERSS VIBRREQP, the undsreigeed parties bereto heave caused this
nq,u—ntuhm"atthmuuusutrmmumu
*uu.

UNION OIL COMPANY OF CALIFORKIA

_ ‘ y
57 ’féﬁ% :




