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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 COMMISSLON OF THE STATE
OF NEW MEXICO FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 123

ORDER NO. _755

THE APPLICATION OF THE MAGNOLIA PETROLEUM
COMPANY FOR AN ORDER OF APPROVAL OF PROPOSED
BURRO HILLS UNIT AGREEMENT WHOSE UNIT AREA
COVERS 16,092.26 ACRES SITUATED IN TOWNSHIPS
21 and 22 SOUTH, RANGE 22 EAST, IN EDDY
COUNTY, NEW MEXTCO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at ten o'clock A. M.,
March 2, 1948, at Santa Fe, New Mexlco, before the 0Oil Conser—
vation Commlssion of New Mexico, hereinafter referred to as
®Commission®, and sald hearing was continued by order of the
Commission to ten o'clock A. M., March 10, 1948, at Santa Fe,
New Mexico.

NOW, on this the 10th day of March, 1948, the
Commission having before it for consideration the testimony
adduced at the hcaring of sald case and being fully advised
in the premises:

FINDS that the proposed unit plen will in principle
tend to promote the conservation of oill and gas and the
prevention of waste;

IT IS THEREFORE ORDzRED:
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"BURRO_HILLS UNIT AGREEMEX

SECTION 1. (a). That the project herein snall be
known as the Burro Hills Unit Agreement and shall hereinafter
be referred to as the Project.

(o) That the plan by wihich the Project shall be
overated shall be emtraced in the form of unit azreement for the
development and operation of the Burro Hills Unit Area referred to
in the petitioner's vetition and filed with sald petition and such
plan shall be known as the Burro Hills Unlt Agreement Plan.

SECTION 2. That tne Burro Hillg Unit Azreement Plan
shall be and 18 nereoy aovroved in vrinclivle as a proper conser-
vation megsure; oprovided, however, tnal notwithstanding any of
the provisione contaired in =ald Unit Agreement, this apoproval
of sald agreement chall not be considered as walving or relingulsh-

ing in any manner any rignts, duties or odbligations which are now
or may hereafter be vesteéd in tne New Mexico Cll Conservation




Commission by law relative to the supervision and control of
operations for exploration and development of any lands committed
to sald Burro Hills Unit Agreement or relative to the oroduction
of 01l and gas therefrom.

SECTION 3. (a) Thet the Unit Area shall be:
NEW MEXICO PRINCIPAL MERIDIAN
T, 21 S., R. 22 E.

All Sections 3, 4, 5, 8, 9, 10, 11,
14, 15, 16, 17, 20, 21, 22, 23, 27,
28, 29, 30, 31, 32, 33, Ef Section 19.

T. 22 8., R. 22 E.
All Sections 4, 5 and 6.

Eddy County, New Mexico,
contairing 16,092.26 acres,
more or less.

(b) The Unit area may be enlarged or diminished
as provided in sald Plan.

SECTION 4. That the unit cperator shall file with
the Commission an executed original, or executed counterparts
thereof, of the Burro Hills Unit Agreement not later than 30 days
after the effective date thereof.

SECTION 5. That any party owning rights in the
unitized substances wno does not commit such rights to sald
Unit Agreement before the effective date thereof may there
after become a party thereto by subscribing to such Agreement
or a counterpart thereof. The Unit Operator shall flle with
the Commission withnin 30 days an original of any such counterpart.

SECTION 8. That the order herein shall become
effective on the first day of the calendar month next following
the approval of Commissioner of Public Lands and the Secretary
ol the Intericr and shall terminate inso facto on the termination
of sald Unit Agreement. The last Unit Operator shall immedlately
notify the Commission in writing of such terminaticn.

DONE at Santa fe, New Mexlico, on the day and year
hereinavove designated.

CIL CONSERVATION COMMIBSSION

/ ) .
J ; Loy ros (G
—

T TEMAS J. NABRY, CHAIRUAN

/

JOEN B, MILES, MEMBER




BXFORE THE

OIL CONSERVATION COMMISSION
State of New Mexico

"NOTICE OF PUBLICATION
STATE OF NFW MEXICO
OIL CONSERVATION COMMISSION

"The State of New Mexico, by its 0il Conservation Commission, hereby gives
notice, pursuant to law, of the following pudblic hearing to be held March

2, 1948, beginning at 10:00 o'clock a.m. on that day in the City of Santa Fe,
New Mexico:

STATE OF NEW_M"XICO TO:

Al]l named parties in the following case,
and notice to the oublie:

CASE NO, 128

"In the matter of the application of Magnolia Petroleum
Company for avproval of Burro Hills Unit Area and Agreement,
covering the following described lands: All of section 3,

4, 5, 8, 9, 10, 11, 14, 15, 16, 17, 20, 21, 22, 23, 27, 28,
29, 30, 31, 32, 33, and the E# section 19, Township 21 South,
Range 22 East, N.M.P.M.; and all of sections 4, 5 and 6,
Township 22 South, Range 22 Fast, N,M.P.M., Fddy County,

New Mexico, and containing 16,092.26 acres, more or less.

"Given under the seal of the 0il Conservation Comnission of New Mexico, at
Santa Fe, New Mexico, on February 16, 1948,

STAT! OF NTW ME{ICO
OIL CONSERVATION COMMISSION

By_/s/ R, R, Spurrier
R. R, SPURRIER, Secretary

SEAL"

MEMB™RS OF OIL CONSWRVATION COMMISSION ATT HDING:
VN Hon, Thomas J, Mabry, Governor, Chairman

s Hon., R. R. Spurrier, Secretary, 0il Conservntion Commission, Member
Hon, George Graham, Attorney for 0il Conservation Comnission

NAME COMPANY ADDRESS

Mr, Clarence Hinkel, Atty, Magnolia Petroleun Comvany Roswell, N, M,
Mr, Glenn Staley Lea County Oonerators Hobbs, N, M.
Mr, Roy Yarbrough 0il Conservation Cemmission Hobbs, N, M.
Mr, J, V., Fritg Roswell, N, M,
Mr, S, P, Hannifin Magnolia Petroleum Company Roswell, N, M.

-1-
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Due to unforseen circumstances, the Petitioner and Attorney for the
Petitioner were unable to get to Santa Fe for the hearing on March 3rd,
and the hearing was postponed until March 10th,

Said hearing was held in the Office of the Governor, State Capitol,
Santa Fe, ﬂev Mexico, at 10;00 a.m,, on March 10, 1948,

Notice of hearing and petition was read by Mr. George Graham, Attorney
for the 0il Conservation Commission,
BY MR, CLAR™NCF HINKEL:

Governor, and Members of the Commission, I would like to have the record
show Clarence E. Hinkel appeared on behalf of the Applicant,

Filed with the application are three copies of the proposed unit
agreement, I would like for the Commission to look at the Exhibit "an
attached to the unit agreement, to get some idea of the unit area pro-
posed, Also filed with the appli-ation is a geological report, which is
the same geological revort filed with the United States Geological Survey,
and the basis on which the area was designated by the United States
Geological Survey,

Here ig the report and geological map which will give the Commission
an idea of the geology involved and the unit area shown by the shaded
outline, covers substantially the entire structure. The unit agreement
has been circulated for signatures by all interested parties, and it is
my understanding all have been signed except one 40 acre sub-division which
is State land and in the south portion of the unit area,

(After being duly sworn, Mr, S, P. Hannifin testified as follows:
MR, HINKFL:

Your name is S. P. Hannifin?
MR, HANNIFIN:
Yes, sir,

Q. You live in Roswell?

A, Yes, sir,

Q. You are employed by the Magnolia 0il Comrany?

A, Yes, sir,

N, In what capacity?
A, District Lani Man,
Q. Does that include all of New Mexico?

A, All over Hnw Mexico, Yes, sir,

%, How long have you been employe’ by the Magnolia 01l Comvany?

A, 22 years,

Q. Are you familiar with the vroposed uvhit agreement?

A, 1Ies, sir,




Q. Have you read the agreement?
A. Yes, sir,

Q. Are you familiar, generally, with the operation of unit plans in
New Mexicc?

A, Yes, sir,

Q. State whether or not, in your opinion, this unit agreement would tend
to promote conservation of oil and gas and unitize waste?

A, I believe it would, Would be if we located on the structure,

Q. The agreement provides for drilling of & well approximately in the
center and to a depth of 7200 feet?

A, Yes, sir,
Q. How deep is the well now?
A, That well was 7725 feet yesterday morning.( March 9, 1948).
Q. You are still drilling on it?
A, Yes, sir,
Q. How deep 3o you propose to carry that test?
A, Could possibly carry it 10,000 feet,
Q. Do you intend to proceed with it until you get granite?
A, Yes, sir,
GOV:-RNOR MABRY:
You hope to get granite before that?
A, It looks now as though we may go 9,000 or 10,000 feet,
Q. Do you know aporcsimately the cost?

A, Thnat Soulhein Union well at 7500 feet - it will cost 7,5000dollars,

Q. This is the first well in unit agreement which is being drilled on
. state lands, All the others have been on Federal lands, the State has

a well located at approximetely the center, That is the reason the well
is being drilled on State lands,

GOV™RNOR MABRY:

Any other questions or any suggestions
from anyone?

Then the Order is granted,

MR. GRAHAM:

That /0 acre man at one end, what is his stand, He ig just out and there
is a standing invitation for him to enter?

MR, HINK"L:

If he comes and wants to <rill he hag the sane sovasing as the others,

-3=
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JoMOMERVEY

HIRAM M. DOW RoswELL, NEwW MEXico

OIL CONSFOVATION COMMISSION
SANTA FE, NEW M. XICO.

. Fﬁ{:Jr*‘Wnn:\Jfr’

LAwW OFFICES l‘ b SRR
HervEY, Dow & HINKLE d

CLARENCE E. HINRLE
w. E. BONOURANT, UuR

GEORGE H. RUNKER, UR.

\ /

May 4, 1948

i ARG

’///4¢Z/é;z/)avc/'

Vr R. R. 8purrier
New Mexico 011 Conservation Commission
Santa Fe, New Mexico

Dear Dick:

We hand you herewith an avoroved copy of the
it Agreement for the Develovment and Operation of the
Burro Hills Unit Area, Eddy County, New Mexico, which
has been designated by the United States Geological
Survey as I. Sec. 567. You will notice that this was
avproved by the Acting Director of the United States
Geological Survey under authority of the Secretary of
the Interior as of Avnril 22, 1948,

Yours sincerely,
HERVE?, DOW & HINKLE

( KQ/] / R

By {7 L: N Y gj\’!\‘ \\\\ |

]
|
13

\11_..:\__::.\1} U l‘:.x

CEH:mmh
Enc.

CC: Mr. 8. P, Hannifin
agnolia Petroleum Comnany
Rosvell, ¥ew Merxleo




P. C. Box 371
March 2, 1948
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¥r, Foster lMorrell
U. S. Geologieal Survey
Roswell, New Mexico

)

Dear Mr. MHorrell:

2’5)
|

; ¥t Case lo, 128

The atove captioned casc cconcernin: the applicciion

s

W,

of Magnollas Petrolewm Compeny for apnroval of Burro Lills
Unit Aren ond grecrent has bLeen recessed until 10100 2.r.

Wadnasdsv. 10 Mareh 1343,

Very troly yeowss,
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. 4. Box 37
‘areh 2, 1348

Honoreble John i, :iles
State Land Coeenissioner
Santa Fe, Yew Yexico

Dear Governor iiiles:

Case !o. 128 re the applicalion of ‘asnolia ‘etroleun
Campany for approvel of Iurro 111z Unit Aren and /- reerment
ras teen recessed wntil 17D r,.r, Vednesdny, 10 Jarch 1948,

Very truly vours,

ecct Artesia office
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Fomoreble Thomms J, Habry
Covermor of the State of liew 'exico
Santa Fe, liew l'exico
FE: Case lo, 128

Lemorable Sir:

| The above eantionod case corcernins the ammlieation
of 'agnolis Fetrolew Commany for armrovel of Furro Eills
Unit Area and .7reoment Ias bhoen recessed until 10300 o,
vednesday, 10 Qarch 1049,

Tasrectfully,

Y

cet lobbs office



Mro Glenn qu
Lea County Operators Carmittee
Hobdbs, New Mexdco

RE: Case No, 128
Dear Glemm:
The above captioned cage concerninz: tre avplication
L Magnolia Petroleum Company for ePProval of Surro Ei11a
Unit Area ang Agreement hag been recessed witil 10200 a,m,
Wednesday, 10 ltareh 1348,

Yours truly,
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l'arch 2, 1948

¥r, Clarence . linkle
Hervey, Dow % Hinkle
Roswell, New lexico
RY¥: Case lio, 123

Near Clarence:

The above captioned case concerninz the anplication

of Magmolia Fetroleun Comrany for approval of Durro Iills

Unit Area and igresment has been recessed until 10300 a.m.

Wednesday, 10 March 1943,

Very truly yours,




NOTICE OF PUBLICATION
SUATE OF Lk MELYIS0

OIL COHB:dVATIOH CCTI85TI0N

The State of liew ilexico, by its 0il Conservation Cormission, hereby gives
notice, pursuant to law, of the followin: vublic hearing to be held
larch 2, 1943, bezinning at 10:00 ¢'clock a.m. on that day in the City of
.Santa ¥e, New Mexico:

STATE OF NEW MEXICO TO:

A1l named varties in the following case,
and notice to the vubliec:

Case lio, 123

In the matter of the avviicailion of Magnolia Delroloum
Company for avoroval of Burro iiills Unit area and Agreement,
covering the following described lands: All of sections 3,
L, 5, 8, 9, 10, 11, 14, 15, 16, 17, 20, 21, 22, 23, 27, 28,
29, 30, 31, 32, 33, and the i# section 19, Townshin 21 South,
Rance 22 East, N.M.P.M.; and all of sections 4, 5 and 6,
Township 22 South, Range 22 Bast, 1,1, P.}M.,, dddy County,
lew Mexico, and containing 16,092.26 acres, more or less.

{

- Given under the seal of the Uil Conservation Cormission of llew lexico, at

iSanta Fe, lew tlexico, on February 16, 1948.

STATS OF MW MEXICO

OTL COISHRVATTION COMIIBSICH
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NOTiCR OF I‘IJIILILATIQ!'I
STATE OF NEW
OIL CONSERVATION OOIDMOK

msau.au«xmrnmm
Conservation

e
the matter of the applieation of
Magualia Petroleurn Company for &p-
proval of Burro Hills Unit Area and
Agreement, ‘covering the foliowing de-
scribed lands: All of sections 3, 4, 5.
8 9 10, 11. M. 15 16 l'l 26, 21, 22,
33, 2 2L, 32, and the
B section 1! Tovnalup 1 South,
Range 22 Bast, NMPM; and all of
sections 4, 5 and 6, Townshlp 22 South,
range 22 East, NM.P.M, Eddy county,
New Mexico, and containing 16,002.28
BCres, more or less.

Gtven under the seal of the Ol Con-
servation Commission of New Mexizo, st
8ants Pe, New Mexico, on February 18,

STATE OF NEW MEXICO
OIL CONBERVATION COMMISSION

PUBLISHER’S BILL

Lnac
unes,

reived payment,

3.50..

.35 lines, one time at $....

Affidavit of Publication

State of New Mexico

N - s5.
County of Santa re |

L. .. .John E. GXK&:i. ., being first duly sworn,

declare and say thai | am the ngmepnidenapen) (Editor) of the.. Santa - Fe ... ..

-New Mexiecan . .. ........, a daily newspaper, published in the English
Language, and having a general circulation in the City and County of Santa Fe, State of
New Mexico, and being a newspaper duly qualified to publish legal notices and adver-
tisements under the provisions of Chapter 167 of the Session Laws of 1937; that the
publication, a copy which is hereto ateched, was published in said paper papmpweimwak

for......one. . time. .. . consemitivemwentn and on the same day of each week in

the regular issue of the paper during the time of publication, and that the notice was
published in the newspaper proper, and not in any supplement, opgsmamohmmsk for

e ONG--H1me - - i aakimaoneawiNaly, the first publication being on the
- 18th ... .day of.... February ... (9.48 sksherker e
tionranmhen . oo DATADRE oo . DAY ..; that payment

ssessed as court costs); that the

LH) h in this affidavit.

for said advertisement has been (duly made),.or
undersigned has personal knowledge of the 'mnyér and

/ Manager
Subscr/béd and swom to before nQ this... /g tLt

' day; otx {AWLQ/W)( AD, 194 8‘
.50 \_A/\%x 2Ny _/ [ \)\l/l/u\,a_/(kl\&\

Notary Public

My Commission expires
\/’( .
o . LG
SR U I Y A ol
o
/




P, 0. Box 3m
February 16, 19/3

e/ TEE SANT Fu HEL. FEATCAN

Santa I'c, iew Hectdeco

. fzs Case o, 199 o Jotico of Fublication
1 -7/

’! Gentleren:

Flease vatlish tle tnclosed notice once, irmediantely,
Flease proofercag the notice carefully an? sepd o copy of the
Peper carryin:; such notice,

UPUR COMYTLTION o L I’UT'»LIC,’;EIO?.‘, CLEAS:. sim
FUSLISERY 88 3FFIDAV I TN LorLIca .,

For payment, please su rit etater'nt in dpn

licate,
accompanied by voucter execntod in dunliecate. The necessnry
blan%s are enclosad,

Verr: 4l voure,
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Dear Jack:

WALY ouw clcaan
frretiataly, 0 oy
i1l sive e doornd
roci-read thio
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LAaw OFFICES
Hervey, Dow & HINKLE
:.:A:::,:w RosweLL. NEw MEXico

CLARENCE E. HINKLE
W. €. BONDURANTY, UR

February 10, 1948

GEORGE M. HUNKER, JR

Mr. Dick Spurrier

Secretary,

New Mexico 011l Conservatlion Commlssion
Santa Fe, New Mexico

Re: Burro Hills Unit Agreement,
Eddy County, New Mexico.

vear bick:

We enclose herewith in triplicate Application
of the Magnolia Petroleum Company for Approval of Unit
Agreement for the Development and Operation of the Burro Hills
Unit Area, Eddy County, New Mexlico, which comprises 16,092.26
acres in Townships 21 and 22 South, Range 22 East, N. M.P.u.
We also enclose herewith three COpies of the proposed Unit
Agreement.

You will note from the applicatlon that this
area has been heretofore deslgnated as one sultsble and proper
for unitization by the Director of the United States Geological
Survey and that the form of the Unit Agreement has Dbeen
approved by the Assistant Secretary of the Interlor and with
the exception of one or two slignt changes whlch were made
by the Department of the Interlor, the form has been approved
by your attorney, George Graham.

You will note that we have attached to the appli-
cation as Exhibit "A" a duplicate original of the Geologilcal
Report and Gravity Meter Map, addressed to the Director of
the United States Geologlical Survey and wnich was used for the
nurnose of obtaining the designation of the area by the Director,

ile would like to have thls matter set down for hearing
as quickly as possible as a well is being driiled in about the
center of the Unit Area and we are anxlous to have tne agzreement
aporoved vefore tue well 1s completed.

e have attached the Geologlcal Report so as to
avoid, if posslble, the expencse of naving the Magnolla zeologists
anpear at the hearing in qupport of the qpplicanion; however,
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Page 2
Mr. Dick Spurriler

February 10, 1948

if you think it advigable to put on an

us and we will

Yy additional evidence
advise us as soon ag possible

be prepared to do 80. Please
the date set for the hearing,

With kindest regards,

14

we are

Yours slncerely,

HERVEY , DOW & Hn\i&z
|

v( ." \
f&l;f}ﬁb\~k»ki Q)

l / ) \)\/k S /‘E!
~ o— NS
CEH:mmh

Enco

CC: Mr. s, Pp. Hannifin

Magnolia Petroleum Company
Roswell, New Mexico

Mr. George Graham
Attorney

State Land Office
Santa Fe, New Mexico
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HERVEY, Dow & HINKLE — ! . \

UM OHERIVEY SR NSRRI . Lot Ha
iR M. COW RoswEeLL, New Mexico P 3 ':‘.1-1
CLARENCE £ MINRLE L o s R
W. E BONDURANT, Ur? i‘ N A .: { f‘\ ) . {‘_,"? 1 ! ‘|1
: February 2, 1948 s A
GEQRGE M. HUNKER, UR hl\B {: i, Li_‘_] L_; U L,’ L‘._.] lU

PNy

Mr. Dick Spurrier
Secretary

New Mexico 01l Conservation Commission
Santa Fe, New Mexico

Desr Dick:

The Magnolia Petroleum Coupany has a propossd
unit agreement for the operstion and development of the
Burro Hills Unit Area, Eddy County, the form of which
has been approved by George Graham, and the form has been
before the U.S.G.S. in JYashington for sometime for
approval and we are in receipt of a letter from Mr, Duncan,
Chief of the Conservation Eranch to the effect that he is
now assured that the approval letter will be forwarded to
us sometime thls week, We enclose herewith a copy of the
proposed unit agreement.

The reason for writing you at this time is
that someone mentioned that the Conservatior Commision
would likely have a hesring on other matters sometime the
middle of Februsry and we would like, if poscible, to
include this unit agreement in tne hearing. Juet as soon
as the approved form has been returned, we will make
formal application to the 01l Conservation Commission
for approval but, in the meantime, 1f you are not going to
have sufficlent time to get in a publication, I am
wondering if it would not be possible for you to go ahead
and glve the notice so that the hearing can be held with
the other matters which you have scneduled.

With kindest regards, 1 am
Yours sincerely,
HERVEY, DOW & HINKLE

g;;ﬁ§7(\ ézi;}\{

Y g
;\\Lfvxk:xﬁ¥__“
ANNE. e

fn S N

mHimmh
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CURTIFICATE GF AFPPHUVAL BY COMPIS:SIONER OF

YUBLIC L;NDB, STATE CF NEW MB¥ICC, OF UXIT

AJRSMENT FOR Thic DEAVELOFMENT AND OFEMATIUR

OF THE BURRO oILLS UNIT AREA, BIDY CUURTY,
CIATE UF NBEW MhX

There Laving bdeen presented to the undersigned,
“ommilssioner of Pudblic lLands of the State of New Mexieo, for
examination and agreement for the development and eperation
of the Burre Hills Unit Ares, EZddy County, New Rexieo, bearing
date of the O day of lchruary___, 1948, e whieh the
Magnolia Fetreleum Comnany, a sorceration, is designated as
Cosrator, and whish has been executed by variocus parties owning
and holding o1l and gas leases exbracing lands withln the unit
;{O‘, and unon gxaminatior of sald agreement, the Cosmissisner

naet

(a) That such azreement will tend to promote the
sonservation of oil and gas and the Detter utilizstion of
reservoir energy in saild field;

(b} That undcr the operations proposed, the =tate
will receive its fair ehare of the rseoveradle cil or gas
in place wnd r its lands in the areaaffected;

(e) That ithe agreem nt 1s ir other respeets for the
best interest of the Etats;

(4) That the agreement provides for the unit operatior
of the field, for the allgaation of produetion, and the sharing
of proegede from a part of the area osvsred by the agreem=nt
on an asreage basis as speelfled in the sgreemsnt;

NOw, THERLFORE, by virtue of the authority conferred
upon me by Chapter 88 of the New Yexieo Lassion Laws of 1943,
approved Lpril 14, 1943, I, the undersigned, Commiesioner of
Pudlic Lands of the "tate of New Mexico, for the purpocse of
zore properly conssrving the o1l and sas resources of the litate,
Je nereny oongent To and approve $he unit agreement above
referred to for the develonment and ovperation of the jurro :illle
'nit Area, !'ddy County, HYew Yexioo, subjast te all of tne
provisions of thne aforeeeld act,

waguted tnle the 1061 Dy ol araely, 1000,
\ LA S
- ,’
- , P
A e
Cpemisatoncy of Tublle Landa of bhe T4sin of

RS AT I
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CERTIFICATE UF APFRUVAL BY CUMPINSIONER OF

PUBLIC LiNDS, STATE OF NEW MENICO, oF UNIT

AQREIMENT FOR THE DEVELOF¥ENT AND OPEMATION

OF THE BURRO SILLS UNIT AHEA, EDDY CUUKTY, ,
STATE OF N  xXC0,

There having baea presentesd te the undersigned
Commissionar of Publie Lends of the State of New Nexieo, for
sxaminstion and agreement for the development and eperation
of the Burre Hills Unit Area, Zddy County, New ¥exieo, bearing
date of the day of _lebruary ., 1948, in whieh the
Magnolia Petreleuam Comnany, a eorzeration, is designated as
Uoerator, and whieh has besn executed by various jarties owning
and holding o1l and gas leases eudracing landz wvithin the unit
;:o:. and upon examinatior of sald agreement, the Coaslesisner

nde!

(a) That such agreement will tend to promete the
sonservation of oil and gane and the better utilizestion of
reservolyr energy in ssid rlelq;

(b} That undcr the operations proposed, the 3tate
#ill reseive 1ts falr share of the recoverable cil or gae
in place und r {ts lands in the aresaaffected;

{s) That the szreem nt is ir other respeets for the ’ !i :
:k I

beet interest of the State}

(4) That the agreement provilass for the wnlt operatiorn
of the fleld, for the allacetion cf produstion, and the sharing
of proseedp from a part of the area ocovered by the agreement
On an aoreags basis as speeified in the agreemsng;

NQ4, THERIFORE, by virtue of the authority conferred
upon me by Chapter 88 of the dev “exleo teaslon _aws Of 1943,
approved ipril 14, 1943, I, the undersigned, Commisgsicner of
Fublic Lanis of the "tate of Xew ¥exieo, for the curpose of
zore nronawrly =omasTTing Lue oil and Zas resgourocer of the ttate,
40 hereby conssnt te and ancrove the unit azreement above
referrad to for the develoument and operation of the ‘urro :iills
nlt Arsa, "ddy County, tew “exico, subjeet to sll of the
erovicione of the aforeeaid act.

roeuted tole (e 10Uh duy of rareh, L2035,

R
)

: ST,
,4\ e }‘) i ’ . . -
h JomYaatoner of ublie Lands of tie CUin o7
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CERTIFICATION--DEIERMINATION

Pursuant to the authority vested in the Secretary of the Interior,
under the act approved Yebruary 25, 1920, 41 Stat. 437; 30 U.S.C.
sece. 181, et seq., as amended by the act of August 8, 1946, 60 Stat.
950, and delegated to the Director of the Geological Survsy pursuant to
Departmental Order No. 2365 of October 8, 1947, 43 C.¥.R, sec. 4.611,
12 P.R. 6784, 1 do hereby:

A. Approve the attached agreement for the development and opera-
tion of the hrre Mlls Unit Area,
State of _Baw Nenles .

B, Certify and determine that the unit plan of development and

operation contemplated in the attached agreement is necessary and advis-
able in the public interest for the purpose of more properly conserving
the natural resources.

C. Qertify and determine that the drilling, producing, rental,
ninimum royalty, and royalty requirements of all Federasl leases com-
nitted Yo said agreement are hereby established, altered, changed, or

revoked to conform with ths terms and conditions of this agreement.
Dated APR ¢ .

LT sl

Director, United Stgées Geological Survey.




MAR ki 1948
UNIT AGRZEKENT

_ . ~ e%e,m 5\3‘\1‘*
FOR THE DEVELCFUERT AKXD OFERATICH OF ThE SURRO HILLS UNIT ARTR
o EDDY COUUTY STATE OF NEW MEXICC
s e L o
A \ I. SEC. No. 06(
T L
u. gffmi*“'>'\tﬁ This agreement, entered into as of tae % day of
m‘;\m \1L|< T ————
ﬁzérugég , 1248, oy and oetween the parties subscrib-

ing, ratifvins, or consenting hereto, ard herein referred to as
the "parties hereto”,

¥-I-T~-KN-E-§-§-E-T-H:

iEREAS, the pertles nereto are tae owners of working,

royalty, or othaer oil or gas interests in the unit area sudject
to this agreement; and

WLEREAS, the Act of Fevruary 35, 1330, 41 Stat. 437,
30 U.8.,C. secs. 181, et. seq., as amended by the Act of August 8,
1948, 30 Stat. ©B80, authorizes Federal lessees and their reore-
sentatives to unite with each other, or jointly or separately
with others, in collectively adosiing and ogerating under a
cooperativé or unit plan of develowmneat or operation of any oil
or gas pool, field, or like area, or any part taereof, for the pur-
pose of more proverly censerving the netural resources thereof when-
ever Getermined and certified oy the Secretary of the Interior to
be necessary or advisatle iu the public interest; and

WHEREAS, the Comunissioner of Fudblic Lands of the State
of New Mexico is autlorized by an Act of the Lesgislature (Chap. 32,
Laws 1943) to consent %to or approve this agreenent on venalf of
the State of lJew Yexico, insofar as it covers and includes laads
and mineral interests of the 3tate of ew Xerico; and

the Stzhe

=)

WATIREAS . tne Cil Conservation Coamission o

?
of Yew iLexico is authorized ov an Act of the Legislature (Chan.

72, Lawe 1233) to avnnrove tiis agrecment and the counservation

)

vrovisions ercoy; znd




Exnibit A attzcied hereto is 8 aep showin: the unit
area and tne known ownership of all 1land and lesses in seid area.
Exhibit B attached hereto is 2 schecdule showing the percentage
and xind of ownership of o0il anc gas intsrests in all lanrnd in the
unit area. Exoivits A4 and 3 shall ve revised oy tae Unit Opera-
tor wherever chances in toe ualt arec or other changes reuder
such revision necessary, end not less than six copies of the
revised exiibits shall be {iled with the Cil and 3as Supervisor.

The avove-cescribed unit ares sball be expanced or
contracted, whenever such sction is neccssary or desiraole to
conform with the purposes of this agreeuaent, in the following
manner;

(a) Unit Cperator, on its own motion or on demand of
the Director of the U. 3. QGeolngical Jurvey, hereinafter referred
to as Director, or on dexand of tae Commissioner of Fuoblic Lands
of the State of New iexico, bereinafter referred to as Commis-
sioner, shall prepere a notilce of proprosed expension or contrac-
tion describing thne conteuplated chanses in trhe coundaries of
the unit srea, the reasons taerefor, anc the proposed effective
date thereof.

(¢) Saicé notice shzll ve delivered to the 0il and Gas
Supervisor, ncrein:zfter referred to 28 Supsrvisor, and Com-

rilssioner, ¢ud. conles thneveof mriled to the last knovn address

o

gor wrnose inter-

¢

of each working interest owner, lessee, and le
ests are affected, edviesing that 30 cdaye will te allowed for
submission to the Unit Overator of any ovjections,

(2) Uron expiretion of tne 37-day veriod provided irn

the prececdins iten (o) hereof, Unit Operator shall file with &

Supervisor and Jomualssioner evidence of mailing: »7 the notice ¢




exparsion or contraction and a copy of any objections thereto
which have been filed with the Unit Operator.

(d) After due consideration of all pertinent informa-
tion, tae exnansion or contraction shall, upon approval by the
Director and Comnissioner, decome effective as of the date pre-
scribed in the notice thereof.

All land committed to this ajzreement shall constitute
land referred to herein as "unitized land" or "land subject to
this agreeunent".

UNITIZED SUBSTAXJES

3. All oil, gas, natural gasoline, and associated
fluid nydrocarcons in any and all formations of the unitized
land are unitized under the terms of this agreesment and herein

are called "unitized substances",

UXIT CPERATOR

4, The Magnolia Petroleun Comrvany, a corvoration, with
offices at Dallas, Texas, is anereo; designated as Unit Operator
and by signature hereto vommits to this sgreerent all interests
in unitized substances vested in it as set forth in Exhibit 3,
and agrees and consents to accept tne auties and obligatiouns of
Unit Cperator for the discovery, development, and procducticn of
unitized sucstences as herein providea. ifhenever referenée is
made aerein to the Unit Cperator, such reference means thne Uaif
Operator acting in that capacity and not as an owner of interests
in unitized suobstances,

The Unit Ouevator mayv resirn ns Unit Orerator wihenever

> - )

«

—
7

ot i1 defeult under this agreenent, cut no Unit Cnerator snal.

ve relieved from the duties and octligations of Unit Operator

-




a period of & months ofter it has served notice of intention to
resiym oin all owrers of wvorking interests subject nereto and the
Director end Coummissioner, unless 3 new Unit Operator shall have
been selected a2nd approved snd s:all have assuied the duties

and oblivations of Unit Orcrator prior to the expiration of said
S-aonth period, Uron defeult or failure in the rerformance of
its duties or ocligations urder tails ajreement tue Unit Cperator
may ve re.ovea 2F a majority vote of owners of workiny interests
deterxnined in iike wanner os nerein provided for tihe selection
of a successor Unit Cperator. Ffrior to tihe effective date of
relincuisarent ov or witiiu 35 aonths after raovoval of Unit
Operator, the duly cuelified successor Unit Qperator shall a2ve
aii opticn to purchase o reasonatle terus all or azy psrt of

tie eulprent, material, and anpurtenances in or upon the laad
suoject to tais a.reenent, oviied oy the retiring Unit Operator
and used in its capacity 2g¢ such overatvor, or if no oualified
successor operstor has ceen designated, the workinz interest
owners may pYurcpage such cauilpuent, wetevrisl, and aprurteiiances.

At any time witaila wae e U ensuing @ oagnthe zry eonimment,

ot
m

material, 2nd appurtencnces not purciased aind ot necessary

for tae presevvation of vells may te reuoved ¢y the rotiring

Unit Operstor, out if not rewoved ecali vecone tog joint

property of the ovmers ol uaitized workin, interests 1n the

>
participatin.; avea or, i7 no psrticieatin: arce nas ceena ecstac-
lisited, in the entire unlt srea. Tue teovsoilastion of the ri-ats
s Unit Qreretor under *t.ois azsreement si21ll not terainste tae

or iaterest of such Unit Operator in 1its serarate

ricnt, title

3

canacit es owner of iaterests in unitized sucstsances.




ot

QUISESECR ULIT CFERATOR

5. Whenever tne Unit Cperetor shall relinouish the
right as Unit Operator or shall ve remnoved, the owners n»f the
unitized workin: interests in tae participatiac erea on an
acreszse vasis, or in tue unit crea on an acreacve vesis until &
partioipatin; 2rea shall have ceen estaclished, shall select a
new Unit Operator. A oejority vote of ithe workin.g interests
gualified to vote shall te reouired to select a new Unit Opera-
tor; TFROVIDED, That, if & majority tut less than 75 percent of
the working interests cualified to vote are owned oy oue party
to this agreenent, a concurring vote of at least one additional
working interest owner shall te reguired to select a new dberator.
Such selection shall not become effective until (a) a Unit
Operator so selected scall accept in writin: the duties and
responsivilities of Unit Operator, and (o) the selection suall

have veen approved oy the Director snd Comaoissiorer. If no

W

sucgessor Unit Crerator is selected snd ouzalifiec as nerein
provided, the Director and Comnissioner at their election .iay

declare this unit zoreexwent terwinated.

- . . T AT TR AN L AT TUAT YR
UNTT L cLoTET If‘\;' AUl v

€. I7 the Unit Cprrator is not the scle owner of

vorxing interests, all costs ond expenses Incurred ia coaducting

3
upit operaticius nersuncer and tac working iasterest oencgfits accru-
iny hereyncer «teli e zpportioned amon- the owners of unitized
working interests in sccordence with a aailt accountiny aireencnt
0¥ anG betwesn the Unit QOperator and tne ofuner cowacrs of cuch
intcrests, whetiler one or more, scraratecly or collectively. any
asree ent or azrecements entered into vetween tie worlking iutercst

ywiers 2nd tae Unit Cgerator 2s provided in thls section, whnether

[8e]




one or wuore, are herein referred to as tae "unit accounting agree-
neat". e such agreezent shall de deemned eitiaer to modify any of
the terms and concditions of this unit acreeuent or to relieve tae
Unit Cperator of any risht or ovligation estaclished under this

unit agreezent, 2nd ir case of any incoasistency or conflict be~

tween this unit agreeunent and the unit accountinsy agreewent tais
unit agreement shall orevail. Taree true copies of ainy unit
accounting asreevent cxecuted pursuant to tals section shall ve

filed with the Supervisor.

RIGHTS AND O3LIGATIONS OF UFIT CrzRATOR
7.

t<l

Xcept as othervise specifically provided herein,
the exclusive rigat, privilege, and duty of exercisins any and
all rights of the parties hereto wiich are necessary or conven-
ient for prospecting for, rroducing, storiny, and disvosing of
the unitized substaices are ncerecy vested in and shall ve erxer-
cised by the Unit Operator ss herein crovided. Acceptaole evi-
dence of title to said rights stall ve 2ecositeld with sald Unit

Operator ar-d, tvogcetner with this azrreencnt, shall constitute and
) [ i) ?

cefine thie Tijhte, rriviileges, end oblizations of Unit Operator.
Kothlng nersin, nowever, suoll ce coustrued to traasfer title to
e any land or to ~ir leasc ov oonoraetins avveciest, 1t ool under-
stood that under this azrceesent the Unit Opcvacor, in ite
capacity as Unit Qperator, shall cxcrcige trne rigshtes of posses-
sion 2nd use vested in the parties as=rets orlr for tle purposes
aerein specified.
The Unit Cperator shell pay all costs and <xpencses of

cosration vita respect to the unitized land.,  If aad vwaen the




sucy costs thall be cnarged to the acccunt of the ovmer or owners
of workiny iaterests, and the Unilt Operator shall be reimbursed
therefor oy suchi owners aud snall account to the wmoriking interest
owvners for their respective sghares ot the revenue and benefits
derived from operations nereunder, 3all in the meurer and to the
extent provided in the unit accounting a,;reenent. Tae Unit Opera-
tor shall rencer each month to tie owvners of unitized interests
entitled thereto an a2ccounting of the operations on unitized

land cdurinv tae previous calendar zwonth, and snall rvay in value

or deliver in %ind to eacn perty entitled tiercto a rroportionste
and allocated share of tie benefits accruing hereunder in confora-
ity with operating agreevents, leascs, or other independent con-
tracts between the Unit Ooerator anc tne verties 1ereto either
collectively or individually.

The developtent aua opcracion of lang subject to tais
agreedent under the teras herzor sanil e ceened full performance
by the Unit Orerator of all ocliszatiors for such develomnent aad
operation witi. respect to each and every pirt or separately ovwiied
tract of land subject to this agreemcnt, regarcless of whetner
there is gny develomient ¢f any particular rati or tract of the
unit orea, notwithstendin. anvtoing to tue contrary ir avy loase,
operatiny azreenent, or ctner contract oy end vetween the partics

hercto or any of thexn,

R b - ™ TO m™oNr
DREILLICS TC DISICOVE=

v
Xt

5. Wiltnin & onths after tue affective date nereof,
ro Unit Crovaotor ghall verin to drili awn adecuate tTest well o
v loertion Yo Le 2ocroved cy the Superviscr, 1if sucu location o«

voon Londs o0 the Ualted States, 3nd 17 ur-on Stete tonag ov

o~

— S




patented lands, sucih location shell oc anoroved vy the 0il1 Conserva-
tion Commission of the State of New exico, unereinafter referred to
as tae Commission, and tiaereafter continue such drilling diligently
until a well not less than pgp0p feet in depth azs veen arilled, un-
less at a lesser depti unitized substances shall ce discovered waich
can e rroduced in vayin- ouantities or tae Unit Qverator shall at
any time estavlish to the satisfaction of the Supervisor as to wells
on Federal land, or the Comuission as to wells on State land or
patented land, that further drilling of said well would not bve
warranted. If tne first or anr suvseouent test well fails to result
in the discovery of a decosit of unitized substances capavle of
veing produced in payins ocuantities, the Unit Crerator shall con-
tinue drilling ailigently one well at a time, allowing not wore tian
& wmonths between tiae comnletion of one well and tiae veginning of the
next well, until 2 well capradle of prcoducing unitized substances in
raying cuantities is comnleted to the satisfactlon of said Super~
visor if on Federal lard or tite Commissioner if on Stcte land or
patented land, or urtil it is reesonacly croved that the unitized
land is incacatle of producing unitized suvbostesices in paving ouanti-
ties. Wothing in this section shall Te deemed to limit tioe Tisht

of the Unit Crerator to resizn, as provided in Section & tereof,

after any well érilled under this section ie placed in a satis-

»
N

factory concditlon for susnersion or is olugged ana abandoned pur-
susnt to armlicacle regulatinnz., The Director, and the Comulssioner
may wmodify the drillin: reculrevents of tale sectlon vy grentiag

Teasonzcle evtensions of time wiern in thelr opinlon, such action

is warrantec. Ucon feilure to comply with tre drillinsg orovisio..s
o7 this sectisn, the Director ana Commissioner usy, z=2fter rTesson-

a0 ice to the Uait Cperator and each working interest owaer,
acvle notic o) {
a1d lessor at thaeir lsst known addresses, declare tlis

unit agreement terminatec.




The drillinz of an initial test well %o trhe derth and in
the manner hereincdove wpecified oy the Magnolia Fetroleun Company
snall satisfy the reouirement set forth hercinabove for the drilling
of suci well, notwithstandiayg that such well way nave been cozmenced
or coumpleted prior to the effective dete of tuis agreement.

FLAY OF FURTZER DEVELOFMERT AND OFERATIOY

. Within € wontas after couplation of a well capabdle
of producinz unitized sucstances in paring ruentities, the Ynit
Cperator eagll suonit Tor trne anproval of the Supervisor, the
Commaissioner, and the Comuission, an acceptacle plan of develop-
ment aac operation for tie unitized lana woiicn, when a2pproved oy
the Supervisor, the Commissiorner, and Commission, stall constitute
the further cdrilling and operating obligations of the Unit Operator
under tihis acreement for the cveriod specified therein. Thereafter,
from time to time bvefore the expirasticy of any existing rlan, tae
Unit Crerator stell suznit for the zrprovzl of the Jupervisor,
the Comnissiorer, ana tae Jommissiorn, a plan for an additional
specified veriod for tie developuient ai¢ operation of the unitized
land. Any rlen submitted cursuant to this section siall rrovide

-

tac unitived srea e for the detersination

}

L

Ior expiovraiion
of trne counercislliy grocuctive srea toersofl in each 2nGt every

oroductive formatisn #nd enall ce ag coiplete aud adecupte as the

Supervisor, e Commissiousr, anl the Comulscion moy Jeteruine to
oe necessarv for timely Cdevelopment and rroper conservation of tne

et

0il aund gec regources =7 toe unitized z2rea ~nd shall (a) svecify

3 o St ~A D v~
s tigrg ol osov wells to e arillod ant The pro

ToSseG oréer and
rracticacie erecify
ond advicacle for orover corneervation of notursi rosources.

arate clens wav e sucnitted for sevarate croluctive zoneos, eutirct




to the anproval of the Surervisor, Commissioner, and the Com=~
mission. Said plan or plans shall be modified or supplenented
when neceessary to meet changed conditions or to rrotect the
interests of a1l parties to this agreement. Reasonable diligence
shall be exercised in complying with the ooligations of the ap-
proved plan of developaent. The Supervisor and Commissioner

are authorized to grant a reasonaole extension of the €-month
period herein prescribed for suomission of an initial plan of
developuent where such action is justified because of unusual
conditions or circuastcnces. All parties hereto agree that after
completion of one comunercially productive well no further wells,
except such as may ve necessary to afford protection against op-
erations not under this agreement, snall te drilled except in

accordznce with a plan of development approved as herein provided.

FARTICIFATION AFTZR DISCCVERY

16. Upon completion of a well capable of vroducing
unitized substances in payings cuantities or as soon thereafter
as reoulred oy the 3Supervisor or the Commissioner, the Unit
Operator skhall submit for &prroval dy the Director, the Com-
missioner, and the Commission a schedule, based on subdivision
of the puolic lancd survey or aliguot parts thereof, of all uni-
tized land then resarded as reascnavly proved to Ve productive of
unitized substances in paring cuantities; all lard in said scaec-
ule on approval of the Director,the Commiscioner and the Comiission
to constitute a rarticipating avea, effective as of the dste of
firet croduction. Seid schedule siall also set forth the per-
centaze of unitized suvstances to ve allocateld as Lereln pro-
vided Lo each unitized tract in the rarticipeting area so estads-

lisred, and szall govers the allocstion of production from

— 11~




and after the date the participeting arca tecomes effective. A
separate nerticipating ares snall oe estaolisucd in lilte menner
for eacn seprsratec pool or deposit of unitized substances or for
any srour thereof procuced as a sin 1o rool or zone. Tae parti-
cipating area or ercas so esteoclished saall e revised from tin
to time, subject to 1lilc aprrovsl, vaciucver such action appears
proper as & result of furtiier drillin; operations or otaerwise,
to include sdditionsl iand toea regsrced os ressonadbly vnroved to
be vnroductive inr paving cuantities, ard the percentarce of glloca-
tion shall also e rcvised accorcinzsly. Toe effective dazte of any
revision shall oe taie first of the month followins the date of
first authentic knowlecze or information on walch such revision
is precdicated, unless 2 more appropriaste effective cdate is speci-
fiea in toe schecule. o land srall ce excluded from a partici-
pating area on account of cdeplciion of te unitized suostaaces.
It is tie inteat of tThls section taat 3 pearticipating
area snall represent tae area XnNown oT rezconavly estimstea to
be productive in caring cuentities; but, rezardless of any revi-

gion of the perticiretins zrea, notinin nerein contelined shall be

[0}
o

consirued ¢s vecoulring sy retroactive apcorticnzent of any suis
accrued or paic for rrocuction octained ~vior o tre ¢ffective
date of revision »f tne ecorticincting area,

In the avsence of asreencnt at s=ny tine cctueern the

i Fa WUV 3 PR PR A W o e 3¢ s B
tre Jovwissicrer, ead the Comuilssion

Unit Cperator, the Director,
as to tac rroper definition or redefinition of a rerticivating
area, or until & rrriicincstine area nce, or =reas aave

estzolisned os eorovided 2rTédrn, tac vortion of 2ll parucnts

affcoted ther-oy maoy 02 ispounGed irn a nanncr rutuslly ascceotatle
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to the owncrs of worling interests, excepct rovslties due the
Unitec Stetes anc the State of Tew Pexico, wiich shall de deter-
mined oy the Supervisor ~nd the lLommissiouer and tihe anount there-
of deposited with the District Land Cffice of the Sureau of Lead
karagexnent ard tihe Comuissioner of Fublic Louds, respectively, to
be held as unearned woner uutil the perticiratin: rzrea is finally
approved and then snplied =8 earned or returned in accordz=nce with
a deternlnation of t:e sus Cue as Federzl and State rovalty on the
oasis of such cpproved participating aree.

Whenever it is deteruined, subject to tre spproval of
the Supervisor 2s to wells on Feceral lead aud the Jormissioner
as to wells on 3tate land, and the Tommission as to prtented lend,
that 2 well drilled under tanis a-reexsent is not capvadle of procduc-
tion iu payins cuantities &nd inclusion of the lend on wiich it is
situated in a varticipstins srea is unwarrented, production from
sucn well shall te z2llocated to tae leil on which tihe well is
loceted so lons zs tuat well is not witziin 3 pa:tieipafi:g sTrea
estavlisned for the nool or deposit froxn wihlch such production is
ootained.
SLTOCATTCY OF FRCCUCTICH
11, 411 uritized suostaices vrocuced fror east perti-

cipatinw crec esteoblisned undsr thle evreecnt, except 20y vart
thereof usced for eprocucitlor or Cevelopiz.t purrcees noreunfer,

or unavoic=cly lost, snall e deened to ve rwroduced ecuzlly on

3

n acreace wneis fron tie several trects of unitized lovd of

the participstin~ »rez egtoslished for such rvocucsion and, 1oT
the purpcese o1 deteraial.y any uvenelits toet accrue con ol acrez e

ct

e5G. guln £ sacll nove allocgeted ©o 1% sudn rercein-

14
uh]

&

teze of saic rredaction cs ite avea vears to the sa2id participa-

+

tin., area. It is neredy a-reed Saszt production of unitized




suostances from a participating area shall be allocated as pro-

vided herein re.erdless of whether any wells are drilled on any

particular rart or tract of said varticipatin- area.

DEVELCFMZEXNT OR OFEnATION OF KOB-FARTICIFATING LAND

12. Any part; aereto, other taon the Unit Coerator,
owning or controliin: e ua,ority of t.ae working interests in any
unitized land not included in a perticipating area sad nzaving
trhereon a regular well loceation in accordance with a well-spacing
pattern estzolished uuder an approvet plan of development and
operation mayr drill s well at such locetion 2t dis ovn expense,
unless within 20 daye of receipt of notice from saicd rarty of
als iatention to arill tue well tue Unit Operator elects ard
conuences to €rill such well in like manner as other wells zare
drilled ov the Unit Quverator unaer this agresuent.

I7 suclh well is not arilled tv tne Unit Operator aund
results in vroduction such thst the lend upon wioier it is situzted

<

npay properly ve incluced in a participatin: aree, tne party ray

t

2

ine the rnct A€ Aril1l1in.
iang Tae ¢ocsT o arzill

euch well chizll e re
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in tie unit sccounting 2greeuncnt for the cost of arilliar similar
wells 1 tne unit arca, a.c tue well shall be operated puresuant to
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may operate anc produce tae well at his sole expense and for ois

sole penefit. If such well was drilled by the Unit Oprervator and
said owner of woruing interests elects to onerate said weil, he
snall pay the Unit Cperator = fair salvase velue for the casing
and other necessary ecualpment left in tne well.

“ells drilled or procduced at ©t.e sole expernse and for
the sole venefit of an owney of vorxins rxterest other than the
Unit Cperator shall oe ocerated pursuzrt to tie terus 2ud pro-
visions of this agreeuent. Roralties in asnount or value of
production from anv such well shall ve pgid =as specified in the
lease affected.

RACYALTIZS AUD REXNTALS

13. The Urnit Operator, on veaelf of tne rarties ~ere-

to, saall rar in vzlue or celiver in kird, accordin

[
=

to the ri-hts
of the parties establisned by underlyins lesses or asreeients, all
royalties cue upon procuction allscated to urnitized land aad siall
vay all rentels or .ininum roveliics Gue on unitized landa. All
sucn payrents or deliveries in ¥ird siall oe charged oy the TUnit
Operator to the appropriate workin= interest owvners ss orovided

in tae it esccountins agrecuent. Tothinsg Terein conteined shall

sperate 1o relicve thr lsgseecs of Federsl or 3t~te lsud from theilr

4

ovlisetions uader the teras ¢f Strnelr respective leascs to rav
rentadis and rorrolties.

foyelty cue The United stoues zosil oe counputed es
provided in the crerciins re-ulations 2al yald in velue or {e-
livered in *ind rs to a2ll unitvized sucstarnces o the basis of
the auounte thnerecf a2ilocated to unitized Federnl land as cro-
vided nerein at the rates erscified in tite respective Federal

or ot such lower rete oT ratves =2¢ Lav Le outocrized O

hi .
1L Ees

»




iaw or regulation: FROVIDED, That for leases on which the royalty
rate depends on the daily average rroduction per well, said aver-
age production shall be determined in accordance with the opera-
ting regulations as though each participating area were a single
consoliasted leegse.

Rental or winimum rovalty for land of the United States
subject to this agreenent snall be paid at the rates specifieg
in the respective Feder~l leases, or such rental or minimum
royalty may be waived, suspended, or reduced to the extent

authorized by law and applicable reguletions.

CONSERVATICN
14. Cperations unereunder and production of unitized
suostances snall be conducted to provide for the most economical
and efficient recovery of said suobstances, to the end that thx
naximum efficient vield may oe ostained without waste, as defined
by or pursuant to Stste or Federal law or regulation; and pro-

duction of unitized suostances shall

be limited to such production
as can ce put to ceneficial use wit: acdeouate realization of fuel
and otner voiliues.

DRAINAGE

m

i5. The Unit Operator snall take apyropriate ond ade-
ouate measures to prevent crainage of unitized suostances from
unitized land by wells onr land not suocject to thls agreenent, or
pursuant to acplicacle reyulations pay a fair anc rcasonacle
compensatory royalty as determined by the Supervisor for federal

land or as apcroved oy trhe Commissioner as to State land.




LEASES AND CONTRACTS CONFORKED TO AGREE.ENT

16. The parties hereto holding interests in leases
embracing unitized land of the United States or of the State of
New Mexico consent that the Secretary and Commissioner, respec-
tively, may, and sa2ld Secretary and Commissioner, by their
approval of this agreemeat do hereby establish, alter, change,
or revoke the drilling, producing, rental, minimum royalty,
and royalty reguirements of such leases and the regulations in
respect thereto, to conform said recuirements to the provisions
of this agreement, but otherwise the terms and conditions of
said leases shall remain in full force and effect.

Said pértiee further consent and agree, and the Secre-
tary and Commissioner by their approval hereof determine, that
during the effective life of this agreement, drilling and pro-
ducing operations performed oy the Unit Operator upon any uni-
tized land will be accepted and deened to be operations under
and for the benefit of all unitized leases exnbracing land of the
United States and the State of New Kexico; and that no éuch lease
shall be deemed to expire by reason of failure to produce wells
situated on land therein embraced. Any Federal lease for a
term of R0 years or any renewal thereof or any part of such
lease which is made subject to this agrecment shall continue in
force until the termination hereof. Any other Federal lease or
state lease committed hereto shall continue in force as to the
committed land so long as the lease renains cummitted nereto, pro-
vided a valuable deposit of unitized suostances is discovered
orior to the expiration cdate of the primary termn of such lease,

Authorized suspension of all cperations and production on the

~17-



unitized land shall ce deeued to constitute authorized suspen-
sion with respect to each unitized lecsse.

The perties hereto holdiny interests in land within
the unit arez other than Federal land consent and agree, to the
extent of thneir respective interests, that 211 leases or other
contracts concerning such land shell be modified to confora to
the provisioans of tuis ajreesent and shall te continued in force
and effect durinz the life cf this acreeaneant.
| COVEL2TTS RUE WITE LATD

i7. The ocovenants herein shall be construed to e
covenants running —ith the land with rescect to the interests
of the parties hereto and their successors in interest until
this sureement terminates, and any grant, transfer, or convey-
ance of interest in lend or leases subject hereto shall be and
hereby is conditioned uron the assumption of all privileges and
obligations hereunder dby the yrantee, traasferee, or other suc-
cessor in interest, and &s to Fedaeral lanc snall ve subject to
approval oy the Secretary aud as to State land shell ce sudject
to apgcroval by the Comamissioner,

IFFESTIVE DATE AND TZIRX

18, This agreesent shall Decowme effective uron aopro-
vel oy the Commissioner end Secretary »nd shall terwninate on
Decemoer 31, 1553, unless (a) such date of expiration is extended
by the Director ana Commissioner, or [b) it is reasonebly deter-
mined prior to the exvirstion of the fixed term or =ny extension
thercof that the unitized laud is incapable of vroduction of

unitized sunstances in paying ouantities sac after notice of

- -




intention to terminate the agreement on such groundé is given oy
the Unit Operator to all parties in interest at their last Xnown
addresses, the agreerent is terminsted with the apcroval of the
Director and tae Commissioner, or (e¢) a valuacle discovery of
unitized substances has oeen made on uaitized lsnd during said
initial term or any extension trereof, in wiich cese the agree-
meant snall remzin in effect so long as uaitized substances can
te produced from the unitized land in paving ouantities; or (d)
it is terminated as provided in section 5 or section £ hereof.
This agreement may be terainat ed at any time Sy not less than
75 percentum, on an acreage vasis, of the owners of working
interests signatory hereto with the approval of the Director

and the Commissioner.

RATE CF FROSFECTING, DEVELCEMERT, AXD FRCDUCTION

18. A1l procduction 2nd tiie disposal thereof shall be
in conformity witin allccetions, allotments, 2nd gquotas made or
fixed oy any duly authorized person or regulatory cody under any
Federal or State statute. The Director is 2ereby vested with
authority to alter or modify from tine to time, in his discre-
tion, tae rate of vrospecting and develorient and within the
limits macde or fixed oy the Jommission to alter or modify the
cuantity and rate of procduction uncder this agreerent, such autoori-
ty oceiny nereoy limited to alteration or wmodificetinn in tne puclic
interest, the purnose thacrcof and tne public interest to be served
tahereoy to ve stated in the order of alteration or nodification;
provided further tast no such alteration or modification shall ce
effective as to any landa of tihe State of lew kiexico os to the rate
of prospeccting cad developnent in the aosence of the specific
written aprroval *hercof cv thae Commissioner and as to aay loncs

of tne State of New Mexico or privately-owned lends supject to

-19-




this agreement as to the guantity and rate of production in the
absence of specific written approval thereof by the Commission.
CONFLICT OF SUPERVISION

20. VKeither the Unit Operator nor the working interest
owners nor any of them shall be subject to any forfeiture, termina-
tion, or expiration of any rights hereunder or under any leases or
contracts suhject hereto, or to any penalty or liability on’ account
of delay or failure in vhole or in part to comply with any applicable
provision thereof to the extent that the said Unit Operator, working
interest owners or any of them are hindered, delayed, or prevented
from complying therewith by reason of fzilure of the Unit Operator
to obtain, in the exercise of due diligence, the concurrence of
proper representatives of the United States and proper representa-
tives of the State of New lexico in and about any matters or thing
concerning which it is reguired herein that such concurrence de
obtained. The parties hereto, including the Commission, agree that
all powers gnd authority vested in the Commission in and by any
provisions of this contract are vested in the Commission and shall
be exercised by it pursuznt to the provisions c¢f the leaws of the
State of New Lexico and subject in any case to appeal or judicial
review as may now or hereafter be provided by the laws of the State

of New Mexico.
UNAVOIDASLE DELAY

31. All obligations under this agreement reguiring the
Unit Operator to commence or continue drilling or to operate on
or produce unitized substences from any of the lands covered by
this agreement shall ope suspended while, but only so long as, the
Unit Operator despite the exercise of due care and diligence, is
grevented from complying with such obligations, in whole or in
part, by strikes, lockouts, acts of God, Federal, State, or muili-

cipal laws or agencies, unavoidable accidents, uncontrollable

deleys in transportation, inability to obtain necessary materials




in open market, or otiher natters beyond tne reasonavle control of
the Unilt Cperator wiether similer to satters herein enumerated or
not.
CCUNTERTFARTS

22. This Qgreement may oe executed in any nunber of
counterparte with the same force and effect as if all parties hagd
signed the save document, or this agreezent nay dbe ratified with
lixe force and effect oy 2 separate instrunent in writing speci-
fically referrins hereto. Aay separate counterpart, consent, or
ratification duly executed after approvel hereof oy the Secretary
and tae Commissioner shali be effective on the first day of the
zontn next following trne filing thereof with tie Supervisor and
the Commissioner, urless oojection tiereto is xade or the Director
or Commissioner and notice of such objection is served upon tae
appropriate parties within S0 azvs after such filing.

FaIR ZuFLCYMENT

23. The Unit Qverator shall not discriminate against
any eavnloyee or applicant for exploymeat becesuse of race, creed,
color, or national origin, and an identical vrovision shall ve

lncorporaivéd in =ll suvcontractes,

LO0sS CF TITLE

4, In the event titie to arr tract of unitized land
or suostentisl interest tnercin snall feil ana the true ovmer
cannot be iancduced to join tais unit agreevent, so thzt such trect
is not committed to this uwiit a recient, tiere shall ce such re-
adjustiment of rarticipastion as nay ce reouired on accouat of such
failvure of title. In the event of & dispute ¢s to title or as to
any intercst in uailtized lend, tie Unit Operator aey withuold

payuaent or delivery on account taercof witanout lLiacility for




interest until tlhe discute is finally settled; FROVIDED: Tuat
as to Federal and State land or leases, no pavaents of funds due
the United States or the State of New Mexico shall be withheld
but such funds shall be deposited witi the District Land Office
of the Bureau of Land Management and Commissioner of Public Lands
of the State of New Kexico, respectively, to be neld as unearned
money pending final settlement of the title dispute and then
applied as earned or returned in accordance with such final

settlenent.

IN WITNESS WZEREQF, the parties hercto have caused
this agreement to oe executcd and have set opposite their

respective names the date of execution.

MAGROLIA P"TJOL“DI COMFINY
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STATE OF  Mew Mexico gss
COURTY OF Chaves )
Cn this _ 7%  day of ___ Februory , 1948 , bvefore

me personally sppeared Euég& Crosby and Stanley h./O'orj;y‘ her husband ,

to me known to be the persong desorioed in and who cXxecuted the
forecoing instrument, anc acknowledged ti.zt ;f__‘n.e# executed the scxne
as _their  free act znd deed.

1 WITKNESS WHAREQCF, I aave heceunto set ny nand and
affixed uy official seal tre day and year in this certificate

ﬁ ///%J g//

'y Comnission Excires: JTotary Public

it t T i

aobove vritten.

3TATE CF 0Z€/M
v SS
covsry oF Mell s
On this _2{f  day of ;«&&/MJ/A( , 1944, oefore
@ae personally appeared //ﬁ W , Yo me

persoaelly Kncwn who oseiaz by me duly snorn ¢id say that he ie the

7//{,11( . Pregcifert of 7% L 73 //” Z/{;Aﬂ/ﬂ/ (i i

; /_ £
W , ea1d that the seal affixed to said ianstru-

zént 1s the corp%‘ate seal of saia corporation, 2.4 that said

o

instruncnt was sisped avd seeled in velalf c¢if saicd zorporation oy

avtrority of its Board of Directors, 2ud saild /J o%a/vw%w
-

acrnowledsed said instrumant to ve the frec act

and deed of said cornoration,

-y

I OWITNMESS LUERIQF, I neve zereunto set 2y tand aud effixed

my official seal on thieg, the day a2ad 'ear last 'x’aove written.

,’/ ‘Ouﬁl‘f P(yglic
Yy Comamission Zxopires: ’ [ERE ZUTAVERN, Notary Pubte

JUN 11949 R A Ceaiy, Tesas




STATE OF  Aew Mexico )

COUNTY COF _Chaves )
On this 9%  cay of  febreary , 1948 , before me
personaliy ao- -eared (M s):?uby.)‘ Crosby, o single ubman /‘lgrﬂ;a D ddson
w: and fuei/e [arier womal , TG 1€ Tuovn to be tae persons

egcribed in and vao executec the forejoing instrument, and
acknowledized taat fhey executed tie saxe as _ Their
free act and deed.

IN WITFESS ””j
affixed ay officiai sea
above written,

TQOF, I aave 2sreunto sct w1y hand and
ti

a
1 de dar &nd refr in twis cert:ificate

2 e

v comiission expires ¥otary Puolic

STATZ CF __/exas )
covuty oF__ £/ [aso }

On tnis _(o* day of ebr , 194g  bvefore ne
personally anneared oro th P rried woman

to e xnown to ce tne person
descrioed in and vAo 6Xeécuted tae foresoing instrument, and

acrnowlecCe¢ that _sne_ executed tre sae as her
free act and deed.

I¥ WITEESS WEERECGF,. I save hereunto set my hand and
affixed ay official seal tne Gar snd vear in this certificate

apove wvritten. ;

Yy ccmrission expires: xotz usiie

STsTZ OF  Jeyas
coviry oF  Midfnd
sis 1P cay of _ fFeéreary |, 194€ , vefore ne
szred . JK?7

ossie A lhormen, his wife
_ , to e inown to ce the perscns

descrived in and wio evicuten toe fareaoing iastrunant, and
acknowleded thet _Lfe#; cxecutel toe amne as therr
free act and deed.

N ¥ WITTESS VIERECF, I rave hercunto set = hand end
efiixed my official seal %ae day aca vear in tiis certificste
alove written,

/( /(/ Lo DS
e e el

cenission excire " Totere Pu:l%?
June /, 1949




STATE OF 75ms )

COURTY OF _ Jravis )
On this (3% cay of _Febrvary icig , befere me
personally anceared Thos, A. Powel/, 3 s w»ﬂk:wan

, to e Tauovn to oe tae person_
Hescriaea in and .o €xecutec tne forejoing instruueat, and
acknowledsed thet __he  executec tine sane as __Ajs

free act and ceed.

IN WITEE38 aX2AaR0OF, I aave hereunto st wy hand and
affixed uv o** ciel seel the dar ¢nd rerr in tois certificate
above writte

v opomiission excires

STaTZ CF‘bygéyﬁ/L/7Qbe )

=
couuTY oF_ [foffer )

On trnis [4¥ day of _Februaty , 1948  Dbvefore ae
personally anteared C.C. Golden, @ married mas

to ne inown to s5e the person
aescrived In and voo executea tue forezoing instrument, and
acrnovleded that _ ne_ executed tre sa:e as hex

free act anc deed.

I¥ WITNZISS WEIRECF, I aave hereunto set wmy hand and
affixed =2y official seal the dav sad vear in tihis certificate
avove vritten,

. 480 a0
Y gaz / ;;g.expires: motary Fualie
Uhe 7

ST2TE OF _ Galifornia
COUTY ¢ Crange

—

Cr tnis //’b car of f bvaz 1348 , derore ne

personally arsecred. Aarian J. Wil A,w@fﬂ/b W?Lﬁ4b hesband .
e to Anowh t e the perscns

descrived in and wio evacubted t.e firfaoing instrunent, and
ackuowled es thnst ey executed the ceae es thed
free act and deed.

U WITUESS VIEREICF, I rave hereunto set mr hand end
effixed ny official sesl %ae day acod yvear in tois certificate
&

sove vraitten,

e

vy
J__..‘Az&/dxi &/ < Cents
Yy commisrlon exspires Puf‘l“ i

Sy Comnrciniiiong 10000 o -
[ PR G R .’,l',xl




STATE OF _ Aew Mexico

COURTY OF Chaves

Cn thwis 2/¢
personally aoceared_Eme

)

)

day of Fedrvay
e/je Smi

, 1018' helfore me
ESmith, Jr, Ter /w.:_égn/

déscrived in and vaio executed tne forejoling instru
acknowledged that ;thg;; executed tiue sane as

free act and deed.
IN RITHESS &z

:;3:_'. F(
affixed ay official serl
above written.

..

3% com ilssion exoslires
oct. 7 1949
STATZ CF _ New Mexico

F

I

to 2e Tuovn 1O ve (ue persons
nent and
Therr

D

aave 22reunto set mi hand and

»
he dary &nd refr in tois ceku-f’cate

COULTY OF Linco/n

N~ N

On this 3¢ day of

i ;TA , 194§ |, vefore me
persorally an-eared M. le mmill Waller, ber hosbond

descrioec in

acrxrnowled-ed that
free act anc dead.

WITYESS W=F

.

1z

affixed =
agove writt

4510

ny condission 81011‘63'

L} '\UOT
y official s=sal the dav

I

X 2 A)
and w20 exXecutea tae foregoing
_toney executed tne same as

Yotary Puolic

to gﬁ tnown to oe the persons
instrument, and

thelr

Jave hereunto set
and

wy hand and
vear in this certificate

notary Puo%éc

0(7' 7. 1949
STsTE OF )
CCLiTY OF )
Cr. tais cary of . , 19 , vefore ne
personally arsesred
_ o . t2me Znown to ce the perscn
descriced in and vio evecubed The f-reioing i instruznent, and
acknowled ed tuel  ne wecuted tirle gane as
free act znd deed. )
I WITIESS EAECF, I rave hereunto set wr hand end
effixed my official seal %hne day a.cad vear in tolg certificate
aLove written,
Y MAREE T8 " : B
v cor lon exglires: Jotery Punlic
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9 .
IXHIBIT npH
BURRO HILLS UNIT' AR0a
SIDY COUNTY, WRU MIXIC
SCHODULE SHOWING THD NATURT AND EXTSNT O OWNDISHIP
OF OIL AND GAS RIGHTS IN ALI LAPDS IN THS UNIT
FIDTRAL LANDS
OWXZBSHIP LAS CRUCTIS NO.
OIL, AND GAS LZASES SERIAL oF
OR_APPLICATIONS NUIESR ACRIS
Dby S, Crosby 4 Q065709 2,520,332

Lots 3 and4 S5 Sec, 33 Lots 3 and 4, SENW:
Sec. 43 sw— Sec. 8; W; Sec, 17; NB:, zﬂs:& Sec.19;

SHNaR:, sse, ¥y Sec. 20; W, NmL, zmzsaz, S3Sng
Seco 21' }F‘ SGCA 22, TO 21 S.. R. 22 ey

Ruby S. Crosby 065895 1,760
¥}, SB} Sec. 11; All Secs, 14 and 23, T, 21 S.,

R, 22 T.

Buby S, Crosby » 065714 600

DASEL, WESIL, SWh Soc. 32; ) Sec. 27,
?. 215., R. 22 L.

Martha Donaldson 363255 1,100

5% Sec. 27; SBL, SELSW: Sec, 28; N SW:, Miszl,
swlsm Sec. 33: T. 21 S,, R. 22 I,

C. C. Golden 7 063297 2,480,28
Lots 1 and 2, S3ND: Sec. 3; SW: Sec. 4; WANE,

S@> Sec. 8; All Sec, 9; S3 Sec. 10; All Sec.l5;

B} Sec, 17, 7. 21 S., R, 22 3,

Dorothy Golden v 063301 2.226.70

SE2SP: Sec. 19; ¥, W:SW:, sw‘sw1 (Sec. 283 411
Set. 29y Lots 1, 3 and 4, _JW,, % Sec. 230;
All Sec. 31, T. 21 S., R, 22 .

Lucile Parker 063238 1,C040.04

$% Sec. 3; Lots 1 and 2, SINZL, SZi Sec, 43
v% Sec. 10; WA Sec. 20, M. 2L 5., R, 22 .

Thos. 4. Powell v 0652858 160

SW: Sec, 11, 7. 21 S., R, 22 B,

Inily Belle Smith ¥ 065586 639.28

All Sec, 4, T, 22 6., R. 2

a8
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OWNERSHIP
OIL AND GAS LEASES
OR_APPLICATIONS

¥. P. Thwnan v
NW2S3z Sec. 21, T. 21 S., R. 22 o.

Mrs Leg Walker v/

SBASH} Sec. 33, T. 21 S., R, 22 3,
All Sec, 5, Lots 1, 2, 3, 4, 5, 6,

LAS CRUCZS
SSRIAL
TBZR

065138

0€5627

and 7,

SE3NWS, SANHE, BASW:, NISD:, SZISTL Sec.6,

T. 22 s. [] R. 22 E.

liarion J, Welsch ¢~

063307

A1l Sec. 5; WM. Sec, 8, T, 21 S,, R. 22 T.

PRESINT OWNZR
QR LESSZS

Magnolia Petroleun Coammany

NENW: Sec, 16, T. 21 S., R. 22 3.

liagnolia Petroleun Company .

NINB> Sec. 16; NYD:, NWESWE: Sec.
T. 2% S., R, 22 I,

liagnolia FPetroleun Cormanv v

ViSWL:, SBI6BL Sec. 16; SW-SIE- Sec,
T. 21 S,, R, 22 3.

liagnolia Petroleun Cormany |

WF;SD: Sec, 16, T. 21 5., R, 22 B,

Larnolia Petroleun Commany

WNW: Sec, 32, T. 21 S., R. 22 3.

liegnolia Petroleun Commany .

So-ovW: Sec. 32, ?. 21 S., R, 22 3,

Total Federal Lands

STATS LANDS

STATD

LIASE NO.

T-489

D-1446

32,

7-1476

19,

B-8063

3-8187

3-8850

ml
CF
ACRIS

1,203.70

801.20

14,591.52

B
7
(723

80

160

40

80

40




PRESENT OWITIR STATE

OR LESSZER LIASE NO. CR=
Thos. 0. Cole B-8850 40

SWiSW: Sec. 32, T. 21 S., R. 22 =,

Magnolls Petroleum Comvany + B-9141 40
SHANW: Sec. 32, T. 21 S., R. 22 I.

Kagnolia Petroleum Company B-9373 40
SW:NZ: Sec. 16, 7. 21 §., R. 22 E.

Magnolila Petroleunm Company -~ B-9425 120

NO:SE:, SASW; Sec. 16, P. 21 S., R. 22 3.

Magnolia Petroleun Company B-9839 160

§3- Sec, 32, 7. 21 S,, R. 22 B.

Magnolia Petroleum Company . 3-10255 8¢
SiND% Sec. 32, T. 21 S., R. 22 %,

: B-10403
Magnolia Petroleum Company v’ _ F=I0E3 180.74

SDIND: Sec. 16; SWESHI: Sec. 22; Lot 2 Soc.30; SWaNW,

YEoS¥: Sec. 52, T. 21 S., R. 22 T

IKEECEXACIX Magnolia Petroleum Company, - B-10497 40
SW:S3: Sec. 6, T. 22 S., R, 22 Z.

kiggnolia Petroleun Commany .~ B-11116 120

SANWE, SW-SI:- Sec. 16, 7. 21 S., R. 22 I,

Tetal State Lands 1,420.74

_— @ -

Faod LANDS

Lease Owner Degcrintion Acres
liagnolia Petroleun Company sy Sec. 8,7, 21 §.,R,228, 88
RECAPITULATION Acres
Federal Lands. ............ 14 ,591.52
State Lands............... 1,420,74
Tee Lands.....ooi v 80

TOTAL IiiBZR OF £CREIS IN
BURRO HILLS UHIT ARZA........... 16,092, 26



SEFORE THE OIL CONSERVAYION OGN SSION
OF THE BTATE OF WEM MEXI00

COUNTY, WEW

BY THE COMMISSION:

This sause ¢abs oun for u%n ten o'eloex A. K.,
Nareh 8, 1948, at Seanta Pe, Nev Nexiso, defere the 01l CGenser-
vation Gommiseien of New Nexice, hereisafter referred 1o as
*Conminsion®, and said hearing was untmm order of th
go.%:go‘ %o ten e'eloek A. . Nareh ”. * at BSenSa ".
oV 0. .

B0V, om Shis the 10%th day of Nareh, 1948, the
Commission uv{u vefore it for ocensideratien the test

addueed at the hearing of said sase and being fully sdvie
in She premises! o ,, |

| FINDS What the prepesed wnit plaa will ia priseiple
tend %o premote the sonservation of oil and gas and
preveation of vaste; a - o

IY 15 TEERRFORE ORBEAKD:

That the erder herein shall b0 knewn &8 thes
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Suns Rim s B
1 oﬁd Duree ::».
m (a) That the Uait Avea shell Dot
NEY NEXI00 PRINGIPAL NERIDIAN
?. %1 8., R, 22K,
i B &t
89, 89, 30, 51, 98, 33, B} Sect
T. 22 5., R, 225,
iu Seetions &,

.

.

11,
17,
len 19.

(w) muﬁm‘ u-wnum‘u
o8 provided 12 said Piea. Y

Mﬂo.u”inu:“‘nnuuﬂﬁ
OWtuthurﬁughﬂ
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NEW MEX!CO OIL CC..SERVATION COMMISSION
SANTA FE, NEW MEXICO

APPLICATION FOR APPROVAL OF BURRO HILLS
UNIT AREA, EDDY COUNTY, NEW MEXICO

New Mexico Oil Conservation Commlssion
Santa Fe, New Mexico

COMES the undersigned, the MAG..CLIA PETROLEUM
COMPANY, a corporation, of Dallas, Texae, and files herewith
three coples of a proposed Unit Agreement for the development
and operation of the Burro Hills Unit Area, Eddy County, New
Mexico, and hereby makes application for the approval of said
agreement by tne New Mexlico Oil Conservation Commisslon as
provided by law, and in support thereof shows:

1. That the Unit Area designated in sald Unit
Azreement covers a total of 15,092.26 acres situated in
Townships 21 and 22 South, Range 22 East, Eddy County, New
Mexico, That 14,591.52 acres of the lanis in seid proposed
Unit Area are lands of the United States, and 1,420.74 acres -
are lands of the State of New Mexico, and that 80 acres are
fee or privately owned lands. That eald Unil Area 1s more
particularly descriped by tne plat attacneld to sald proposed
Unit Agreement, made a part tnercof and Ior purvoses of
identification marked Zxaloit "a'.

2. That tne owners of all of thne oil and gas
leases or opeading spulicrtlons taerefor embracing lands of
the Unlted States and tae egnolis Yetroleum Jo.ooany, walch
ovns the oil and zas leases coverins scubstantlally all of the

londs of tre State of New Mexico, and tae fee lands have all




agreed to commit the same to cald Unit Agreement.

3. That the Unit Area described in the proposed
Unit Azreement has heretofore been desiznated by the Director
of the United States Geological Survey as one sultable and
proper for unltization, and that all lands embrsced therein
are believed to be situated upon the same geological structure;
that there 1s attached hereto, made a part hereof, and for
purposes of ldentification marked Exhibit "aA", a duplicate
original of the Geologlical Report and Geological Map, being
based upon a gravity meter survey, which was filed with the
United States Geologlcal Survey and upon which the designation
made by the Director was based, and wnich is to be treated as
confidential.

4. That the undersigned, Magnolia Petroleum
Company, is designated as tne Unit Operator in sald agreement,
and the Unit Operator 1s given tae authority under the terms
of sald agreement to carry on all overations which are necessary
for tne exploration and development of tne Unit Area for oil
and gas, subject to the regulations of the Secretary of the
Interior, the Commiesioner of Public Landes of tne State of

-~ M2 M
VU Vas ww

e e = +1 o~
iova vy [SPRR]

[o))

-~ o~ -~
SR AT Y

fete

New rFealcoo, vhe New rex
terms of the respective leases, Thnat a test well is now being
drilled by the Maznolia Petroleum Company in the SWySkEg
Sectilon 18, Townehin <1 South, Range <2 East, HX.M.pP.M., uvpon

lands of tne State of MNew Mexico and veing in avoroximately

tae proposed Unil Area, and thnot sald well 1is
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to e drillled to s deuti of 7200 feet, unlesg at a2 lesser

cotnh unitized suvstances sinall be dlscovered wiilen can be
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Lande btrat further drillin; of sald well would notl ve warranted.




5. That salcd Unit A:reement was approved as to
form by the Acting Assistant Secretary of the Interior of the
United States on January 30, 1948, and 1s in substantially the
same form as Unlt Agreements heretofore approved by the
Commissioner of Public Lands of the State of New Mexico, the
Secretary of the Interior, and the New Mexico 01l Conservation
Commission, and it is belleved that operations to be carried
on under the terms thereof will promote the economical and
efficient recovery of o0ll and gas to the end that the maximum
vield may ve obtained from %the field or area, 1f oil or gas
siiould be discovered in paying quantlities, and the production
1s to ve limited to such production as may be put to beneflcilal
use wlth adequate realization of fuel and other values, and 1t
is further bellieved that such agreement will be in the interest
of conservation of oill and gas snd the preventlon of waste as
contemplated by the Cil Conservation Statutes of the State of
New Mexico.

€. That upon an order Tteing entered by the New
Mexico Oil Conservatlon Commisclon approving sald Unit Agreement,
and after the approval thereof by the Commissioner of Public
Lands of the State of New Mexico, and the Secretary of the
Interior or the Uniied Siates, an aporoved copy ¢f cald agreement
will te filed with thie New Mexico Cil Conservatlon Commission.

WHEREFORE, tihie undersigned apolicant respectfully
requests that a public heering be held on the matter of tie
aoprovel of said Unit Azreement as nrovided vy the Statutes of
the State of New Mexico and tne rezulations of tne New liexico
Cil Conservatlon Connission, and that woon seald hnearing eald
Unit A reement ve aocoroved by the New tlexlco Oil Conservatlon
Commission.

Regpectfully submitted,
MAGICLIA PETROLEUY COMPANY

.
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. EXHIBIT “aAM

ENOLIA PETROUEM QOMEANY

A SCCONY-VACUUM COMPANY

EQE L OB ATAON DERNRIVEN

P. Q. BOX 900

SO IR ancin . DALLAS 1. TEXAS
HENRY C. CORTES
Astiant wieasier Caotober 2, 1947

W, W.CLAWSON
Crists CHOLOGT

PAUL E. NASH
THCAL DX OMATION

Divester
United States Geclogioal lurvey
Vashkingtes, D, C,

Near Sir
Request for Unitisas « burro Hill Prespect
Tounships 21 and 22 th, Range 22 East
%

In support of our request for mmitisation of our Burrc Hill Prospret, we
suimit the following geologioai information concerning the well we propose to

drill,
e axpeet to encoumter the folloving formations at the estimated depths
showns
Top 3en ndres lime 4350
Top Glorista sand 1775
Top Yeso formation 1805
Top Abo formation 905
Top Penmaylvanian 5585
Top ¥esisel 5810
Top Neveaisn {Percha) 6045
Top Silurian (Passelman) 608s"*
Top Ordovieian (Montoya) 6260
Top Z1 Paso lime 66201
Top Camdwian sandstone 6978
Top Gramite 710!
The above estim:tes are based on agnolia Ho, 1 Black Hills, Geetion 31,
Toumahls 17 dawth  Rance ) iast. Chavas emnty. Thias is the nearest well which

has panotnud the entire sndimnurv section,

The =ost llkely wasarvoir formeutions are the llorista, fesc, 7usselman,
Vontova, an! 1 iazo,

In supnort o7 thio rocugnt, we are alianhing a asyy oP cur gravity survey,.
Mis is a firsteomior aao z,uv (il fo bellavad to imdieais o despessotod atrucius,

Vory truly youra,

i /f/zm oI A

fe thIUT iSO
ce FTE uix ant apl
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FOONTERVAL,

GRAVITY METER SURVEY
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MAGNOLIA PETROLEFUM GO~ -

EDDY COUNTY, NEW|MEXICO

EDDY CO,NEW MEX/CO
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