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UNIT AGREZMENT L N NI

FORk THE DEVELOFMENT AND CFERATION OF THE BLACK HILLS ANTICLINE UNIT AREA

CHAVES COUNTY STATE OF NEW MEXICO -

I. Sec. No. 448 e T

This agreement, entered into, as of thquzzl da;-;ffﬂﬁ

€Z94¢?? , 19412, by and between the parties subscribing
or conséﬁting hereto,

W~I-T-N-E-8-S-E-T-H:

WEEREAS, the parties hereto are the owners of operating,
royalty, or other oil or gas interests in the unit area sub-
ject to this agreement;

WHEREAS, it is the purpose of the parties hefeto to con-
serve natural resources, prevent avoldable waste, and secure
other benefits obtainable through development and operation
of the unit area subject to this agreement under and pursuant
to the provisions of sections 17, 27, and 33 of the Act of
Congress approved February 35, 19820, entitled "an act to
‘promote the mining of coal, phosphate, oil, oil shale, gas
and sodium on the public domain, "41 Stat. 443, 448, 450,
as amended or supplemented by the acts of March 4, 1931,

46 Stat. 1533, and August 31, 193%, 49 Stat. 676; 30 U.S.C.
236, 184 and 189;

WHEREAS, the Commissioner of Public Lands of the State
of New Mexico is authorized by an Act of the Legislature
(Chap. 88, Laws 1943) to consent to or approve this agreement
on behalf of the state of New Mexico, insofar as it covers
and includes lands and mineral interests of the State of New

Mexico; and



WHZREAS, the 0il Conservation Commission of the Staue
of New Mexicc is authorized by an Act of the Legislature
(Chap. 72, Laws 1938) to approve this agrecument and the
coﬂseIVation vrovisions hereof;

HOW, THEREFCRE, for and in consideration of the
premises and the promises nereinarfter contained, the
parties subscriping hereto and the parties consenting
hereto agree as follows:

ENASLING aCT 1. The act of February 25, 1920, supra, as

AlD
AEGULAT IONS aricnded, and all pertinent regulations

heretofore and all pertinent and reasonable regulations here-
after issued thereunder, and not inconsistent with the provi-
sions hercof, including operating regulations, are accepted
and made a part of this agreement. Likewise, the Act of the
Legislature of the State of New Mexico (Chap. 88, Laws 1943)
and the Act 2f the Legislature of the State of New Mexico
(Chap. 72, Lows 193E) and 2ll nertinent regulations issued

under said acts are hereby accepted and made part of this

DEFINITICYES 2. For all nurposes of this agrecement,

certain terme used herein are defined

(a) "Secretary" shall mean the Sceretary of
the Intericr of tae United States and those persons or
agencies duly authorized to act for and in his behalf.

(p) M"Superviscr' shall mean the 0il and Gas
Supervisor of thc United States Geological Jurvey and
those persons or agencles duly authorized to zct for and
in wis pehalf.

(c) "Commissioner" shall mean the Commissionar

a7 Publie Lands of the 8%5ate of New Mexico.



(d) "Commission" shall ﬁean the 0il Oonservation
Commission of the State of New Mexico and those persons duly
authorized to act for and in its behalf.
UNIT AREA 3. The following described lands are hereby
designated and recognized as constituting
the unit area:

All Sections 35, 28, 35 and 36; E} Sec. 37; E} Sec.

34, Township 17 South, Range 19 East; All Sections

22 and 23, 8% Sec. 20, S% Sec. 21, All of Sections

36 to 35, inclusive, Township 17 South, Range 20 East;

All Sections 1, 3, 3, 10, 11, 12, 14 and 15, Township

18 South, Range 18 East; All Sections £ and &, Town-

ship 18 South, Range 30 East, N.M.P.M., Chaves County,

New Mexico, containing 17,636.62 acres,more or less.

The Unit Operator, with the consent of a majority in
interest of the Working Interest Owners, and subject to the
approval of the Secretary, the Commissioner and the Commission,
may enlarge the unit area to include other lands believed to be
commercially productive of the unitized substances, or shall,
subject to approval of the Secretary, the Commissioner and the
Commission, diminish the unit area to exclude lands not in any
participating area hereunder believed to be barren of the
unitized substances.

Exhibit "A" attached hereto is a map on which is outlined
the herein established Unit Area, together with the ownership
of the land and leases in said Area. Exhibit "B" attached
hereto is a schedule showing the nature and extent of ownership
of 0il and gas rights in all land in the Unit Are& to which this
unit agreement will become applicable by signature hereto, or to
a counterpart hereof by the owners of such rights, and land so
committed to this agreement is hereinafter referred to as
"unitized lands" or "land subject to this agreement". Said
exhibits shall be revised by the Unit Operator whenever any
change in the Unit Area or ownership of rights render such

change necessary, and the revised exhibits shall be filed with

the record of this agreement.




UNITIZED 4, All oll, gas, natural gasoline, and associated
SUBSTANCES

fluid hydrocarbons producible from land sub-
ject to this agreement, in any and all sands or horizons, are
unitized under the terms of this agreement and hereinafter are
called "unitized substances". |

UNIT QOPERATOR 5. The Magnolia Petroleum Company, a corporation

with offices at Dallas, Texas, is hereby designated as Unit
Operator and by signature hereto commits to this agreement all
interests in unitized substances vested in it as set forth in
the schedule attached hereto marked Exhibit B and agrees and
consents to accept the duties and obligations of Unit Operator
to conduct and manage the operation of said unit area for the
discovery and development of unitized substances as herein
provided. Herein whenever reference is made to the Unit Operator,
such reference is understood to mean the unit operator acting in
that capacity and not as an owner of interests in unitized sub-
stances, and whenever reference is made to an owner of unitized
substances, such a reference shall be understood to include any
interests in unitized substances owned by the Unit Operator.

The Unit Operator shall have the right to resign at any time
provided that any well drilled hereunder is placed in a satis-
factory condition for suspension, or is satisfactorily abandoned
under the Federal Qil and Gas Operating Regulations, if on Federal
land, and under the laws of the State of New Mexico, and the rules
and regulations of the Commission, if on state or patented land,
but no Unit Operator shall so be relieved from the duties and
obligations of Unit Operator for a period of three (3) months
after notice of intention to relinquish such dut?es and obliga-
tions has been served by him on all other partiesﬁgggothe Secretary
and the Commissioner, unless a new Unit Operator shall have been

selected and approved and shall have tzken over and assumed the



duties 2nd obligations of the Unit Operator prior to the date
on which relinouishment by or removal of Unit Operator becomes
effective. The parties hereto or a2 duly qualified new Unit
Operator shall have an option to purchase at 1ts then depreciated
market value all or any part of the eguipment, material, and
appurtenances in or upon the lahd subject to this agreement,
owned and used by the retiring Unit Operator, in its capacity
as such operator, or make other arrangements satisfactory to

the retiring Unit Operator for the use thereof. Any equipment,
materiel, and appurtenances not so purchased or arranged for

as to the use thereof wifhin said time limit and not necessary
for the preservation of wells may be removed by the retiring
unit Operator at any time within six (6) months after his
relinguishment or removal becomes effective, but if not so
removed shall become the joint property of the owners of working
interest rights in land then'subject to this agreement. The
ternination of any rights as Unit Operator under this agreement
shall not of itself terminate any right, title, or interest
which the Unit Operator may then have in the unitized substances,
but the Unit Operatér shall have the right and option in con-
nection with its resignation to reassign or retransfer to its
several predecessors in interest all of its interest in the
lands and leases severslly acquired from them, together with

its working interest in the unitized substances, and upon such
delivery be discharged from any future liability as a working

. interest owner hereunder; gaid reassignments to be effective

as to said transferee tiaereupon, subject, however, to the
approval of the éecretary as to transfers of interest in lands
of the United States and subject, however, to the approval of
thé Commissioner as to interests in lands of the State of New

Mexico.



SUCCESSOR 6. Whenever the Unit Operator shall discontinue
OPngggR or relingquish his rights as Unit Operator
or shall fail to fulfill his duties and obligations as Unit
Operator under this agreement, the owners of the unitized
working interests in the participating area on an acreage basis,
or the owners of working interests according to their total
acreage interest in the unit 2rea until a participating area
shall have been established, shall select a new Unit Operator.
A majority vote of the working interests so gualified to vote
shall be required to select a new Unit Operator; orovided that
if the majority of the working interests rights which are at
any time qualified to vote in selecting a new Unit Operator
are owned by one party to this agreement then a vote of at
least two owners of working interests qualified to vote shall
be required to select a new operator. Such selections shall
not become effective until (a) a Unit Operator so selected
shall agree and consent in writing to accept the duties and
responsibilities of Unit Operator; and (b) the selection shaall
‘have been approved by the Secretary and the Commissioner. In
the absence of the selection of an acceptable Unit Operator
by the working interest owners within six (8) months after
notice by Unit Operator of intention to relinquish its rights
as Unit Operstor, this Unit Agreement shall automatically
terninate.

The Unit Operator shall be subject to removal by the
Working Interest Owners in the saue manner as herein provided

for tae selection of a new Unit Operator.

RIGHTS AND 7. Except as hereinafter specified, the ex-
OBLIGATIONS
OF clusive right, privilege and duty of exer-

UNIT OPERATOR

cising any and all rights of the parties



signatory hereto which are necessary or convenient for pros-
pecting for, producing, storing, and disposing of the unitized
substances are hereby vested in the Unit Operator and shall
be exercised by said Unit Operator as provided in this agree-
ment. Acceptable evidence of title to said rights shall be
deposited with said Unit Operator and, together with this
agreement, shall constitute and define said Unit Operator's
rights, privileges, and obligations in the premises; pro-
vided, that nothing herein shall be construed to transfer
title to any land, or to any operating agreement or leases,
it being understood that under and pursuant to this agreement
the Unit Operator, in its capacity as Unit Operator shall
exercise the rights of vossession and use vested in the
parties hereto only and exclusively for the purposes herein
specified. The Unit Operator shall pay all costs and
expenses of operations with respect to the unitized land,

and no part thereof shall ve charged to tae royalty owners.
The matter of allocation and handling such costs and expenses
is left to private arrangemcnt between the Unit Qperator

and the other working interest owners. The Unit Operator
shall render to the owners of unitized interests entitled
thereto an account of the operations on unitized lands

during the previous calendar month, shall pay in value or
deliver to each perty entitled thereto a proportionate and
asllocated share of the products produced hereunder, and
account for all costs and benefits of operations under this
agreement in conformity with operating agreements, leases

or other independent contracts between the Unit Operator

and the parties hereto either collectively or independently.



The development and operation of land subject to this
agreenent under the terms hereof shall be deemed full per-
formance by Unit Operator of all obligations for such
development 2nd operation with respect to each and every
bart or separately owned tract subject to this agreemnent,
"regardless of whether there is any development of any
particular part or ‘tract of the unit area, notwithstanding
anything to the contrary in any lease, operating agreenent
or otaer contract by and between the parties hereto, or

any of thern.

DRILLIXG 8, Within six (6) months from the
TO
DISCOVERY effective date of this agreement,

Unit Operator shall bégin to drill an adequate test well

at a location upon the Unit Area to be approved by the
Supervisor, if such location is upon lands of the United
States, and if upon State lands or patented lands, such
location shall be approved by the Cormmission, and aaving
cormenced such operations shall thereafter continue drilling
dilligently to a depth not less than 7000 feet unless oil or
gas which can be produced in pezying gquantities is encountered
in said well at 2 lesser depth or unless, at a lesser depth,
an igneous or metamorphic formation or sorie other condition or
formation is encountered which would render further drilling in-
advisable or impracticable. If said first well, drilled as

aforesaid, fails to encounter the unitized substances, Unit

(8) months after the completion of the former well, and drill,

one a2t a time, additional wells until a productive well is



completed to the satisfaction of the Supervisor and Commissinoner,
or until it is reasonably proved that the unitized land is in-_
capable of producing the unitized substances; provided that the
Secretary and Commissioner may grant extension of time for the
commencement of any such well; and provided further that nothing
herein contained shall preclude any Operator from effectively re-
sigﬁing as provided in Section £ hereof before any obligation to
commence a second or subsequent well accrues hereunder, and be
relieved of the obligation to commence such well. Upon failure
to comply with the drilling requirements of this section the
Secretary may, after reasonable notice, declare this unit agree-
ment terminated.

PLAY OF FURTHER 9. -Within sixty (60) days from completion of a

DEVELOPMENT AND
OPERATION well capable of producing the unitized sub-

stances as aforesald, Unit Operator shall submit for the approval

of the Supervisor, the Commissioner, and the Commission an acceptable
plan of development for the Unit Area, which plan or a subsequent
modification thereof, when so approved shall constitute the further
drilling and operation obligations of Unit Operator. Reasonabie
diligence shall be exercised by the Unit Operator in complying with
the drilling and producing obligations of the approved plan of de-
velopment and said plan shall, subject to like approval be modified
or supplemented in whole or in part from time to time as may be
required to meet changed conditions or to protect the interests of
all parties to this agreement and the further obligations of the Unit
Opsrator shall be conformed thereto; provided that in no event shaill
the operator under any such plan, or otherwise, be under any obliga-
tion to drill any well to any formation that does not afford a fair
possibility for encountering the unitized substances in paying
quantities. Well drilling operatbns including well completions,
prodﬁcing oractices and well abandonments, shall be in accordance
with the Flan of Development and Operation. 41l operations there-
under shall be subject to the approval of the Supervisor as to wells

on federal land and by the Commission for wells on state and private

land.
~9-



During any period when it shall appear that an ac-

ceptable plan of development cannot;be adoptéd because of

the inability of the Supervisor, the Commissioner and the
Commission to agree upon the terms thereof, the Unit Operator
may, in accordance with the applicable regulations referred
to in Section 1 hereof, proceed with reasonable diligence to
drill other wells to determine the limits of production and
to develop the productive portion of the unit area, and may
and shall operate all productive wells in conformity with
good operating practices, and the conservation principles

of this agreement.

PARTICIPATION 10. Upon completion of a productive
AFTER ’
DISCOVERY well as aforesaid, Unit Operator

shall submit for the approval of the Secretary, the Commis-
sioner and the Commission a schedule of lands based on sub-
divisions of the public land survey, including all subdivisgions
one-half or more of the acreage of which is then regarded as
reasonably proved to be productive of unitized substances

in paying quantities; all land in said schedule, when aporoved,
to constitute a participating area effective as of the date

of first production. 8Said schedule shall set forth the per-
centage acreage interest of each owner of rights in the partici-
pating area thereby established. Such percentage acreage interest
shall govern the allocation of production from and after the deste
the participating area becomes effective. With the approval of
the Secretary, Commissioner and the Commission, a separate
participating area may be established for any separate deposit

of unitized substances or for any group of such deposits. The

participating area or areas so éstablished shall be enlarged

~10-



from time to time in like manner and subject to like
approval whenever such action abpears pProper as a re-
sult of further drilling operations to include addition-
al land then regarded as reasonably proved to be productive
in paying quantities, and a new schedule of percentage acreage
interests conformable thereto shall thereupon be fixed. The
effective date of any such enlargement shall be the first of
the month next following the month in which the well is com-~
pleted which denonstrates the propriety of the enlargement,
and any unitized substances theretofore produced from such
well shall be allocated to the lease on which the well is
drilled. A well shall be deemed completed when equipped and
successfully tested for produetion, all of which shall be
done diligently. No land once included in a participating
area shall be excluded from such participating area on ac-
count of'depletion of the unitized substances therefrom, or
for any cause save loss of title. It is the intent of this
Section that a participating area shall at all times represent
as nearly as possible the area known or reasonably estimated
to be productive in paying gquantities; but, regardless of
any increase in the participating area, nothing herein contained
shall be construed as requiring any retroactive apportionnent
of any sums accrued or paid for production obtained prior to
the effective date of increase of the participating area.
Until a participating area or areas has Or have been es-
tablished as herein-provided, or in the absence of agreement
at any time between the Unit Operator, the Secretary, the
Comnissicner, and the Commission as to the proper boundaries
of a participating areg, the portion of all payments affected
by such absence of agreement, except the royalties due the
United States and the State of New Mexico, may be impounded

in a mutually acceptable bank.

-11~



ALLOCATION OF 11. Except as provided in Section 12, =211
PRODUCTIOK -~

ROYALTIES unitized substances produced under this

agreement, except any part thereof used for pfoduction and
development purposes thereunder, or unavoidably lost, shall
be deemed to be produced cqually on an agreage basis from the
several tracts of land of the participating area, and for the
purpose of determining any benefits that accrue on an aCreage
basis as a result of operations under this agreement, each such
tract shall have allocated to it such percentage of said production
as 1ts area bears to the said participating area. Unitized sub-
stances produced from any participating area and used in con-
formity with good operating practice under an approved plan of
operation for repressuring or cycling in any participating area
shall be free from any royalty charge. If Unit Operator intro-
duces gas obtained from sources other than the unitized substances
into any participating area hereunder for use in repressuring,
stimulation of production or increasing ultimate recovery in
conformity with a plan first approved by the Supervisor, the
Commissioner and the Commission, a like amount of gas, with due
allowance for loss or shrinkage thereof from any cause, may be
drawn from the formation into which the gas was intraduced,
royalty free as to dry gas but not as to fhe products extracted
therefrom, provided that such withdrawal shall be at such time
as may be provided in the plan of operation or as may otherwise
be consented to by the Supervisor, the Commissioner and the Com-
mission, as conforming to good petroleum engineering practice,
and provided further that such right of withdrawal shall terminate
on the termi'nation of the unit.

Except as otherwise herein provided, royalties shall be

paid or delivered as provided by existing leases or contracts,

~12-



at the lease or contract rate upon the unitized substances
allocated to the lease or tract. Settlement shall be made
on or before the 20th day of each month for the unitized
substances produced during the preceding calendar month.
Such royalties shall be paid by the party operating the
wells, but nothing herein shall operate to relieve the
lessees, or any of them, of their obligation to pay rentals
and royalties under the terms of their respective leases.
The right is hereby secured to the United States and
the State of New Mexico under existing or future laws and
regulations to elect to take their respective royalty shares

in kind or value.

DEVELOPMENT 12. Any party hereto other than Unit
OR OPERATION
ON NON-FARTICI- Cperator owning or controlling a major-

PATING LAUD

ity of the working interest rights in

any unitized tract included in the non-participating area
having thereon a regular well 1ocaticn in accordance with

a well-spacing pattern established under an approved plan

of development and operation may drill a well at such
location at his own expense, unless within 90 days of re-~
ceipt of notice from said party of his intention to drill
the well Unit Operator elects and conmmences to drill such
well in like manner as other wells are drilled by Unit
Operator under this agreenent.

If such well is not drilled by Unit Operator and results
in production such that the land upon which it is situated
may properly be included in a participating arez, the party
paying the cost of drilling such well shall be reimbursed
one aundred fifty percent (150%) of the average cost of drilling

sinilar producing wells in tie unitizcd nrea, and the well

-13~



shall be operated pursuant to the terms of this agreeuent
all as though the well had been IJrilled by the Unit Operator.

If any well crilled by Unit Operator or by an owner of
working interest rights as prcvided in this section obtains
production insufficient to justify inclusion in a participat-
iﬁg area of the land on which said well is situated, said
owner -of working interests at his election, within 30 days
of cetermination of such insufficiency, shall be wholly
responsitle for and sy operate and procduce the well at his
sole expense and for his sole benefit. If such well was
drillec Ly Unit Operator, said owner of working interests
shall pay the Unit Operator a fair salvage-value price for
the casing and other eguipment left in the well.

Wells drilled at the sole expense of any party other
than Unit Operator or produced at his sole expense and for
his sole vLenefit shall ce sutject to the drilling and nrocuc-
ing requirenents of this agreement the same as though drilled
or produced vy Unit Operator; 2nd royalties in amcunt or
value of production from any such well as well as rental
charges, if any, shall oe naid as srecified in the lease
affected, unlese otherwise authorized in writing Dy the
lessor,

REI'T.L AFD 13. The Unit Operator, on vehalf of the
ROYALTY

PAYMENTS respective lessees, shall pay, or at
the election of the Secretary of the Interior as to Federal
leases and at the election of the Commissioner as to State
leases shall deliver in kind, all royalties and shall pay
all rentals due the United States and the State of New
Mexico respectively, on account of operations by Unit

Operator cn unitized land and shall distribute the cost

~14-



thereof to the appropriate parties conformably with their
respective rental and royalty obligations; provided, that
nothing herein contained shall operate to relieve the
lessees, or any of them, of their obligation to pay
rentals and royslties under the terms of their respective
leases.

On request of any party, Unit Operator at its election
shall pay other royalties on his behalf in accordance with a
schedule furnished bty him and charge the cost thereof to nis
account; provided, that Unit Operator shall incur thereby no
responsibility to any royalty owner, but such reSponéibility
shall be and remain an obligation of the parties requesting

payment thereof.

GOVERNMENT 14. Royalty due the Unites States on account
ROYALTIES -
AND RENTALS of unitized Federal land shall be computed

as provided in the operating resulations and paid as to all
unitized substances on the basis of the amounts thereof
allocated to such land 2s provided herein =t the rates speci-
fied in the respective Federal leases; provided, that, for
leases on which thé royalty rate depends on the daily average
production per well, said average production for any partici-
pating area shall pe determined in accordance with the operat-
ing.regulations as though all the unitized land witain the
same participating area were a single consolidated lease,

and provided that during the period of the national emergency
declared by the President May 37, 1 9 4 1, Proclamation No.23487,
55 Stat. 1647, upon a determination by the Secretary of the
Interior that a new oil or gas field or deposit has been
discovered by virtue of a well or wells drilled under this

agreement, the royalty on production from such new field or



deposit allocated to Federal land subject to this agreement
at the time of such discovery shall, during the 10-year
period following the date of such discovery, be paid in
value or delivered in kind at a flat rate of 134 per centum
unless a lower rate ié prescribed in the lease.

Rental for land of the United States subject to this
agreement at the rates specified in the respective Federal
leases shall be paid, suspended, or reduced as determined
by the Secretary of the Interior, pursuant to applicable
law and regulations,

CONSERVATION 15. Operations and production of unitized

gubstances shall be conducted so as to
provide for the most economical and efficient recovery of
said substances to the end that maximum yield may be ob-
tained without waste, as defined by or pursuant to State
or Federal law or regulation; and shall be limited to such
production as can be put to beneficial use with adequate
realization of fuel and other values.
DRAINAGE 16. Unit Operator shall take appropriate
and adequate measures to prevent drainage of unitized sub-
gtances from unitized land by wells on land not subject to
this agreement, or, with the approval of the Secretary as
to federal interests and of the Commissioner as to state
interests, and at the election of the Unit Operator as to
private interests, pay a fair and reasonable compensatory
royalty, as determined by the Supervisor as to federal
interests, and the Commissioner as to state interests
subject to this agreement and by agreement between the

Unit Operator and royalty owners, as to private interests.

~16-



LEASES AND CON- 17.. The parties hereto or consent-
TRACTS CONFORMED
TO _AGREEMENT ing 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, respectively, may, and said Secretary and
Commissioner, by their approval of this agreement, do

hereby establish, alter, change or revoke the drilling,
producing, and royalty requirements of such leases and the
regulations 1in respect theret-~, to conform said requirements
to the provisions of this agreement, but otherwise the terms
and conditions of said leases shall remain in full force end
effect.

Owners and lessors of privately owned lands or of
interests therein, including royalty interests, and includ-
ing their heirs, executors, administrators, successors and
asslgns, by subscribing or consenting to this agreement, in
person or by attorney in fact, do hereoy severally agree that
the respective leases covering their several lands or interests
therein, may be and remain in force and effect for the respective
primary terms therein stazted, and so long thereafter as oil
or gas may oe produced tnerefrom in guantities sufficient to
justify the cost of production; and also in tne event that any
of the land embraced in any such lease is during the primary
term of such lease included within a participating area duly
selected and approved under this unit plan of development, so
that each owner becomes entitled to 2 share in the proceeds
of production from the participating area, payable at the
respective lease rates on the production allocated on an
acreage basis to the portion of the lease within the partici-

pating area, then each such lease is hereby extended, without

~17-



further delay rental obligation, as to the land embraced
therein which is so included in such participating area,
for the full term of this unit plan as herein stated.

The Secretary, Commissioner and, except as otherwise
provided in the preceding paragraph of this Section, all
parties hereto further determine, agree and consent that
during tine effective life of this agreement, drilling and
producing opefqtions performed by the Unit Qperator upon
any unitized land will be accepted and deemed to be opera-
tions under and for the benefit of all unitized leases subject
hereto; that no such lease shall be deemed to expire by reason
of fallure to produce wells situated on land therein embraced;
that if a discovery of a valuable deposit of unitized substan-
ces is made anywhere on the unitized land, each such lease in
effect on or after the date of such discovery shall be deemed
to continue in force and effect 28 to land in the unit area, as
long =28 unitized substances are produced anywhere on unitized
land in paying auantity; that prior to such discovery of
unitized substances anywhere on unitized land, the expiration
date of cach unitized lease embracing lands of the United
States shall be the dete prescribed in such lease subject to
such preferential right to a new lease as may be authorized
by law; and the suspension of all operations and production
on the unitized land pursuant to direction or consent of
said Secretary and Commissioner shall be deemed to constitute
such suspension pursuant to such direction or consent with
respect to each such lease, and that no lease shall expire
on account of such suspension, as to land in the unit zarea.

The parties hereto or consenting hereto, holding

interests . in leases subject to this agreement embracing

-18-



lands other than those of the United States or of the
State of New Mexico or holding interests in any other
agreements that involve o0il and gas rights in lands in
the Unit Area, consent and agree, to the extent of their
respective interests, that all such leases and agreements

shall conform to the provisions of this agreement.

COVENANTS 18. The covenants herein run with the
RUN .
WITH LAND land until this agreement terminates,

and any grant, transfer or lease of interest in land or
leases suvpject hereto shall be and hereby is conditioned
upon the assumption of all privileges and obligations here-
under by the grantee, transferee, léssee, or other successor
in interest and as to federal land, shall be subject to ap-
proval by the Secretary, and as to lands of the State of New
Mexice, shall be subject to the approval of the Commissioner.
No transfer of any interest in =nd to any of the unitized
lands or affecting thc production therefrom shall be binding
upon the Unit Operator until the first day of the next
calendar month after the Unit Operator has been furnished
witn an original, photostatic or certified copy of the
instrurent of transfer.

EFFECTIVE  19. This agreement shall become effective
ANgAggRM on the first day of the calendar month
next following approval by the Secretary of the Interisr and
the Commissioner, provided however that nothing herein shall
be construed to waive or limit the right of the Commission to
approve this sgreement pursuant to applicable state 1aw,
Except as otherwise provided as to private leases by the
second paragraph of Section 17 hereof, this agreement shall

terminate on December 31, 1949, unless (1) such date of

-19-



expiration is extended by the Secretary and the Commissioner;
or (3) a valuable discovery of unitized substances has

been made on unitized land, in which case the agreement

shall remain in effect as long as unitized substances can

be produced from the unitized land in paying quantities;

or (3) it is reasonably determined at an earlier date that
the unitized land is incapable of commercial production

of unitized substances, and, with approval of the Secretary
and the Commissidner, notice of termination is given by

Unit Operator to all parties in interest at their last

known address; or (4) it is terminated as providéd in
sections 6 or 8 hereof; provided that this agreement may

be terminated at any time by consent of the owners of 75

per centum, on an acreage basis, of the owners of working
interests signatory hereto with the approval of the Secretary
and the Commissioner.

RATE OF FRCSPECT- ,30. All production and the disposal

ING, DEVELOFMERNT,
4ND PRODUCTIOWN thereof, shall be in conformity

with allocations, allotmenté and quotas made or fixed by

the Commission under any State Statute; provided however
that the Secretary is vested with authority pursuant to

' the amendatory acts of Congress of March 4, 1931, and

August &1, 1935, supra, to alter or modify from time to

time in his discretion the rate of prospecting and develop-
ment | énd, within the limits made or fixed by the Commission
to modify the quantity and rate of production under this

agreement, such authority being hereby limited to alteration

or modification in the public interest, the purpose thereof



.

and the public interest to be served thereby to be stated
in the order of alterafion of modification; provided fur-
ther that no such alteration or modification shall be
effective as to any lands of the State of New Mexico as to
the rate of prospecting and development in the absence of
the specific written approval thereof by the Commissioner
and as to any lands of the State of New Mexico or privately
owned lands subject to this agreement as to the quantity
and rate of production in the absence of specific written
aporoval thereof by the Commission.

UNAVOIDABLE 21. All cbligations under this agreement re-
DELAY

quiring Unit Operator to commence or con-
tinue drilling or to operate on or produce o0il or gas from
any of the lands covered by this agreement shall be susvended
while, but only as long as, the Unit Operator is prevented
from complying with such obligaticns, in whdéle or in part,
by strikes, lockouts, acts of God, Federal, State or municipal
law or agencies, unavoidaole accidents, uncontrollable delays
in trgnSportation, inability to obtain necessary materials
in open market, or other matters beyond the Teasonable
control of the Unit Operator whether similar to the matters

herein enumerated or not.

CONFLICT 22, Neither the Unit Operator nor the work-
OF
SUPERVISION ing Interest Owners nor any of them shall

be subject to any forfeiture, termination or expiration of
any rights hereunder or under any leases or contracts subject
hereto, or to any penalty or liability for delay or failure
in whole or in part to comply therewith to the extent that
said Unit Operator, Working Interest Owners or any of ﬁhem

are hindered, delayed, or prevented from complying therewith

-21-



by reason of failure of Unit Operator to obtain the joint
consent of the representatives of the United States and the
representatives of the State of New Mexico in and about any
matter or thing concerning which it is reguired herein that
such joint consent be obtained. The parties hereto and con-
senting hereto, including the Commission agree that all powers
and authority vested in the Commission in and by any provisions
of this contract are vested in the Commission and shall be
exercised by it pursuant to the provisions of the laws of the
State of New Mexico 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.

NON- 23. The Unit Operator expressly agrees that
DISCRIMINATION

in any and all operations conducted here-
under, it shall not discriminate against any employee or
applicant for employment because of race, creed, color, or
national origin and shall require an identical provision
to be included in all subcontracts.

SUBSEQUENT 24, Any person owning rights in the
JOINDER

unitized substances within the unit
area who does not commit such rights hereto prior to the
effective date hereof, may thereafter become parties hereto
by subscribing this agreement, and if such parties are work-
ing interest owners they shall also subscribe the operating
contract and comply with all terms and conditions therein
get forth.

COUNTERPARTS 85. Thig agreement may be executed in any

number of counterparts with the same force
and effect as if all parties had signed the same document.
IN WITNESS WHEREOF 6 the parties hereto have caused this
agreement to be executed and have set opposite their respective
names the date of execution.
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5/¥ 2 /4
Date

4/4/%

Pate

".

. NCL and
zéfd%;—%i JWL

V ,
m\ c,u&-‘oq,u JBH
A ;

dL/s N Jredbran
0 N ﬂi gg:{“:: \\ T35

Oni;

" of

following leasehold ownership

erman R.

mitted, SE}

_Bge-

19 E V

“t

ile is hereby com-
tion 2, Twp. 18 S.



Seeretary

Seretary

ATT]

P
. Secretary

HA@REF‘INER E@iﬁ:___\__\

MAGNOLIA PETMOLEUM COUMPANY

W »  Vice President

o0 Madt Upeppns™ QW,/@ "



APPROVAL ~ CERTIFICATION ~ DETERMINATION

Pursuant to the Statutory authority in the Secretary
of the Interior, under the act approved March 4, 1931,
43 3tat. 1523, and the act approved august 21, 1935,
49 3tat. 674, amending the act approved February 35,
1930, 41 Stat. 437; 30 U. 3. C. 298, 184 and 189, in order
to secure the proper protection of the public interest,

I, _ C. GIRARD DAVIDSON , Wmhigg AssistantSecretary of the

Interior, this ?\b day of é MQA 2 , 191»5’, hereby
take the following action:

A. Approve the attached agreement for the

development and operation of The Black
Hills Anticline Unit Airea.

B. Determine and certify that the plan of
develooment and operation contemplated
in said agreement is for the purpose of
more properly conserving oil or gas
resources of said unit area and is
necegsary or advisadle in the public
interest.

C. Certify that each 2nd every lease nere-
tofore or nereafter issued for lands of
the United 3tates subject to, or which
may hereafter become sudbject to, said
agreement shall oe excepted in determin-
ing holdings or control under the pro-
vigions of any section of the Act of
Congrese approved February 3%, 1920,

and amendnents thereto.

Igwmg Assistantecretary of the Interior
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STATE OF _NEW MExico)
COUNTY OF_ CHRVES )

On this <27 ds/g of MAY , 194 ¢, before me
personally appeared 2B8¢ S
PHelps BypeR Sou , to me known to be the person s

described in and who executed the foregoing instrument, and
acknowledged that _7 he ) executed the same as THeip
free act and deed. )

IN WITFESS WHEREQOF, I have aereunto set my hand and
affixed my official seal tbe day and year in this certificate

avove written.

My commission expires Hotary Public

STATE OF __NEW Mex co
COUNTY OF  CAH A yes

On this Q774 day of MAYy , 194 4, vefore me
persorally appeared __NMAYDeen C LAcKeY awp JoEW. NRCLEY
, to me known to be the persons
described in and who executed the toregolng instrunent, and
acknowledged that _7 he ) executed the same =2s JH e, £
free act =nd deed.

)
)

IN WITKESS WHEREZOF, I have hereunto set my hand and
affixed my official seal the day and year in this certifiecate

caoove vritten.

My cormission expires: ¥otary Public 7

STATE OF @ Mogelo )

. COUNTY OF dw )
On this gcz" duy of Mo, , ,.194 6 , before me
persQnally appegre . 00, ~&Q_w-vlj

%% med known té be the persong
descxibed in and w o xecuted the foregoing instrument, and
acknoWledged thet Lhe executed the same as &-\.
free act and deed.

IF WITFESS WHEREOF, I have hereunto .set my hand ~nd
affixed my official seal the day 2nd year in this certificate

above written.
Jéiw /1 % - ék—d/)
My commission expires: Notary Public

Man 14 1549
J
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STATE OF Afw ﬁfﬂca )

COUNTY OF CHAVLES )

On this 27 7E(d:ay of A7AY , 1944, before me
personally appeaTed Zwomds F Tacxson ave Jvrs e Tackson
, to me known to be the person_ S
described in and who executed the foregoing instrument, and
acknowledged that _7 he y executed the same as _ 774 £F /R
free act and deed.

IN WITNESS WHEREQOF, I have iereunto set my hand and .
affixed my official seal the day and year in this certificate

above written. / i

M{'commission expires mo/tary Public
EXPIRES APRIL 22, 1950

STATE OF WVeoo) Heds co )

COUNTY OF Lda/t-/ )

On this 2 § d of ey , 194 &, vefore me
persorally appeared Chzrles ﬂ?é‘;/?"/

described in and who executed ’Eﬁe fﬁ’%ég%?%’é%gﬁyfﬁfi%gw

acknowledged that __ he__ execufed the same as L.
free act =nd deed. gnd do tHhe Free gachv+ Seed o £ Wdrcuy/"'”"

IN WITHRESS WHEREOQOF, I have hereunto set my hand and
affixed my official seal the day and year -in this certificate

above vritten.
A I

My commission expires: Jotary Public

Lprel 157 /724

/ i e
STATE OF _ /Yo [vitrc o )
CCUNTY OF /:c/a/q )
On this 24 azy of //zq , 194 € Z before me
ersonally appeared_ /. €. SHvswbery and 75 T <.
§ rrmbeeg brs /s Ee , to me ¥nown to be the person_g

describ in and who executed the foregoing instrument, and
acknowlédged that _ 7he_y executed the same as S Ao
free 2ot and deed. 711

IX TITNESS WHEREOF, I have hereunto set my hand a2nd
affixed my officinl seal the day 2nd year in this certlflcate

above written.

My commissmn expires: lﬁdtary Pablic
&/ (5T /350

-25-
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STATE OF %QwW )

OOUNTY OF &6 £/ j
On this fgé day of %

personally appear l/,l, > ¢
, e mg Ahown o D6 the person_o

dedcriPed in and 30%9) executed the foregoing instrument, and

acknowledged that iheﬁ executed the same as 7‘/!%@~

free act and deed.

IN WITNESS WHEREOF, I hnve hereunto set my hand and
affixed my official seal the day and year in this certificate

above written. 7 i

My commission expires " Hotary Public
%A}J

/ o
STATE OF 4)_/5“5 //4;;44 ),
COUKTY OF L/(/ A{ )

On this Zf),ay of /7&_/ 5 1944 be;te me

persorally appeared ’ T o gyprret?
r /S _¢ds e , to me known to be the person_s

described in and who executed the foregoing instrument, and

acknowledged that _7#he.s executed the same as rh ey

free act =2nd deed. 74

IF WITNESS WHERZOF, I have hereunto set my hand and
affixed my official seal the day and year in this certificate

above vritten. / _

Mygcozmlssm’l expires: § tary Public

YA /qéo

STATE OF &/ / co )
COUNTY OF __ @ s P+ £S5 )

On this 27Z{day of g r , 1945 before me
personally appeared A ok A /‘/mrr,,__@ Aaycor

, to me known %o be the persons_
described in and who executed the foregoing instrument, and
acknowledged that _y he y executed the same as _ 74/£®R
free 20t and deed.

IF WITNESS WHEREOF, I have hereunto set my hand and
affixed my official seal the day a2nd year in this certificate

above written, / :
My commission expires: I\Io't/:ary Public = / _

MY COMMISSION EXPiRES APRIL 22, 1950




STATE OF

FE

COUNTY OF

On this 2g£K:

personally ppeared

, 194 g, bef

] n to DE the person .~/
ed the foregoing instrument, and
xecuted the same as ﬁ}gﬁg

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed my official seal the day and year in this certificate
avove written.

acknowledged thet _
free act and deed. 7'

My, commission expires Notary Public

Wo
STATE OF_1:2§Z22L/

COUNTY OF /. jfuris /

On this g ’ b me
rsonally appgared ,V‘ % %
P to me known to be the person_sS
described in and w xecuted the foregoing 1ns%ﬁ

. o
acknowledged that lﬁf executed the same as
free act 2nd deed.

IFN WITNESS WHERZOF, I have hereunto set my hand and
affixed my official seal the day_and year in this certificate
above written.

My Commission Expires March 27, 1950

My commission expires: fotary Public

STATE OF )
COUNTY OF \ }
On this pay of , 94 L, before me
p onally ap: e , Cu-uxc/

'to me known to be theg person__
escribed in and who executed the foregoing instr nt, c.nd
acknowlecged that _the%. executed the same as
free 2ot and deed.

I¥ ¥ITNESS WHEREOF, I have hereunto set my hand and
affixed my officisl seal the day a2nd year in this certificate

above written. Z

" Notary Public

My commission expires:

P TG S o .
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3TATE OF NEW MEXICO )

: 188
COUNTY OF B2SY CLHAVES )
On thise 27Zday of ///}/ , 1948, before me per-
sonally appeared /4%wh5€r O Awpersod s, perscneally

known to me, who being by me duly sworn did say that he is the
President of Malco Refineries, Inc., and that the seal

affixed to said instrument is the corporate seal of said cor-
poration and that said instrument was &igned and sealed in behalf
of said corporation by authority of its Board of Directors; and
said Foocre - | Awoer sons acknowledged said instrument
to be the free act and deed of said corporation.

IN WITYESS WHEREQOF, I have hereunto set my hand and af-
fixed my official seal the day and year in this certificate
above written.

My Ccmmission Expires: C222:¢445 14%%;Zé;7p/

Yotaty Public

STATE OF TEXAS
COUNTY OF BOLLQO_/;
On this 319 & d(? of _ ctan _, 1948, before me per-
.

sonally appeared A , bersonally
known to me, who being by me duly sworn did say that he is the

y President of ¥agnolia Petroleum Company, and that the
seal ~ffixed to s~id instrument is the corporate seal of said
corporatinn and that said instrument was signed and sealed in
behalf of sald gorporation by authority of its Board of Directors;
and said c. m. acknowledged said instrument
to be the free act and deed of said corporation.

IN WITNESS WHEREQF, I have hereunto set my hand and af-

fixed my officiel seal the day and year in this certificate
above written.

MyMgommISS.ion Expires: m-—»“.,- \% &M&J ‘

commission expir¢ Notany Public

| | EVELYN'¥ONDURANT N
—_W—?T—_ i and for Dallas Co;mty?t';‘gal:ume

STATE OF M@Q/«’ )

)
: 88
)

. + 88
COUNTY OF _Zd/%c/.( an)
on thigX s L L3 of ¢__ . -1946, before me per-
sonally appeaTed A A1 , personally

nown to me, who being by me~duly sworn did™say that he is the
President of The Ohio 0il Co., and that the seal affixed
to said instyument is the corporate seal of said corporation and
th said,instrument was signed and secaled in behalf of said
at by hority of its Board of Directors; and said
L&, acknowledged said instrument
to be the free act and deed of said corporation.
IN WITNESS WHEREOF, I have hereunto set my hand and af-

fixed my official seal the day and year im this certificate
above written. /)f£;22€7fi7

My Commission Expires: Notary Pu

! ‘ - ‘ R.W. RATCLIFFE
Aerex) WA 7 Notary Public, Harris County, Texas




