CERTIFICATIOR.-DETERMIRATION

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

A. Approve the attached agreement for the development and opera-

tion of the e Ba Unit Area,
State of _Bawilenfey .

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. Certify and determine that the d.riliing, producing, rental,
minimm royalty, and royalty requirements of all Pederal leases com-
mitted to said agreement are hereby established, altered, changed, or
revoked to conform with the terms and conditions of this agreement.

Dated APR 2. .. .

'T\.reﬁkfﬁaj; Director, United Stgtes Geological &u"vey.
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UNIT AGREEMENT

FOR _THE DEVELOFUENT AXD OPERATICH OF THE BURRO HILLS UNIT
EDDY COUNWTY STATE OF NEW MEXICC

B@@E“VEQ | I. SEC. No. 567

MAR1S 1348

AGICAL SURVE .
u.S. GEOL*JU‘EQ““;DGGO This agreement, entered into as of the 7% day of

ROSWELL, N

F§6f21§4 , 1948, by and vetween the parties subscrib-
ing, ratifying, or consenting hereto, ard herein referred to as’
the "parties hereto",

¥-I-T-N-E-8-8S~E-T~H:

WHEREAS, the parties hereto are tine owners of working,
royalty, or other o0il or gas interests in the unit area subject
to this agreement; and

WSEREAS, the Act of February 35, 1930, 41 Stat. 437,
30 U.8.C. secs. 181, et. seq., as amended by the Act of August 8,
1948, 30 Stat. 950, authorizes Federal lessees and their repre-
sentatives to unite with each other, or jointly or separately
with others, in collectively adopting and operating under a
cooperativé or unit plan of development or operation of any oil
or gas pool, field, or like area, or any part thereof, for the pur-
pose of more properly conserving the natural resources thereof when-
ever determined and certified by the Secretary of the Interior to
be necessary or advisable in the public interest; and

WHEREAS, the Commissioner of Fublic Lands of tﬁe 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 kexico, insofar as it covers and includes lands
and mineral interests of the State of New lMexico; and

WHEREAS, the 0il Conservation Commission of the State
of Few iiexico is authorized by an Act of the Legislature (Chap.
72, Laws 1935) to approve this agreement and the conservation

o, o TR L ey Je o mar e s e



Exnibit A4 attached hereto is a map showinz the unit
area and the known ownership of all land and leases in seid ares.
Exhibit B attached hereto is e schedule showing the percentage
and kind of ownership of 0il and gas interests in all land in the
unit area. Zx:ibits 4 and 3 shall ve revised by the Unit Opera-
tor whenever chances in the ualt ares or other changes reunder
such revision necesgsary, end not less than six copies of the
revised exhlbits shall be filed with the Cil and Fas Supervisor.

The above-described unit area shall be expancded or
contracted, whenever such action is necessary 6r deseiravle to
"conform with the purposes of this agreeuent, in the following
manner ;

(a) vUnit Cperator, on its own motion or on demand of
the Director of the U. 3. Geolngical Jurvey, hereinafter referred
to as Director, or on denand of the Comuissioner of Fublic Lands
of the State of New Kexico, hereinafter referred to as Commis-
sioner, shall prepare a notice of proposed expansion or contrac-
tion describing the conteuplated chansges in the boundaries of
the unit srea, the reasons taerefor, and the proposed effective
date thereof.

(t) Said notiee shell be delivered to the 0il and Gas
Supervisor, hereinefter referred to as Supervisor, and Com-
missioner, znd coples thereof meciled to the last known address
of each working interest owner, lessee, and lessor whose inter-
este are affected, advising that 30 days will be allowed for
suomission to the ‘Unit Operator of any objections.

(¢) Upon expiration of the 30-day period provided irn
the preceding item (o) hereof, Unit Operator shall file with thre

Sunervianr and NMormmicainrer evidence nf mailine Af the notice ¢ ¢



expansion 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, the expansion or contraction shall, upon approval by the
Director and Commissioner, become effective as of the date pre-
scribed in the notice thereof.

All land committed to this agreement shall constitute
land referred to herein as "unitized land" or "land subject to
this agreenent".

UNITIZED SUBSTANCES

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 agreement and herein

are called Yunitized substances".

UKIT OPERATCR
4. The Magnolia Petroleum Company, a corporation, with
offices at Dallas, Texas, is hereby designated as Unit Operator
and by signature hereto sommits to this agreement all interests
in unitized substances vested in it as set forth in Exhibit B,
and agrees and consents %o accept the duties and obligations of
Unit Cperator for the discovery, development, and production of
unitized substances as herein provided. Whenever referenée is
made herein to the Unit Operator, such reference means the Unit

Operator acting in that capacity and not as an owner of interests

in unitized substances.

The Unit Operator may resign as Unit Operator whenever
not in default under this agreement, oput no Unit Operator shall

bhe relieved from the duties and obligations of Unit Operator o



a period of € months after it has served notice of intention to
iesign oil all owrers of working interests subject hereto and the
Director end Cormwmissioner, unless 3 new Unit Operator shall have
" been selected snd approved snd siall have assuuned the duties

and oblications of Unit Cperator prior to the expirdtion Qf said
S-month period. Uron defsult or failure in the rerformance of
its duties or ocligations under thils agreement the Unit Cperator
may ve reuoved oy a majority vote of owners of workinz interests
deternined in iike manner a8 nerein provided for the selection
of a successor Unit Operator. Frior to the effective date of
relincuisiment oy or witain 35 months after revoval of Unit
Operator, the duly cualified successor Unit Qperator shall hasve
an opticn to purchase on reasonsble terms all or azy part of

thae eouipeent, m=aterial, and avpurtecances in or upon the laand
sudject to tiais a.reenent, ovied oy tie Tetiring Unit Operator
and used in its capacity zs such operator, or if no oualified
successor operstor has seen desisnated, the working interest
owners may purchase such eauipunent, naterial, and apprurterances.
At any time witihin the nert ensuinsg 3 months zny ecuimment,
material, end appurtensnces not purchased andé not necessary

for the preservation of wells may be renoved ¢y the retiring
Unit Operetor, out if not removed siall vecome tne joint
property of the owners of unitized workingz interests in the
participatin- area or, if no pzrticipatins area nas ceen estac-
lished, in the entire unit area. The terninstion of the rights
28 Unit Operator under this azreement shall not terminate the
right, title, or interest of such Unit Operator in its separate

capacity as owner of interests in unitized substances.



SUSCESECR ULNIT OPERATOR

5. VWhenever the Unit Cperator shall relinouish the
right as Unit Operator or shall be removed, the owners of the
unitized working interests in the participating srea on an
acresge vaslis, or in tae unit 2rea on an acreage vesis until a
partioipating; 2rea shall have veen estaolished, shall select a
new Unit Operator. A wajerity vote of the workinsg interests
cualified to vote shall te reouired to select a new Unit Opera-
tor; TFROVIDED, That, if a majority but less than 75 percent of
the working interests ocualified to vote are ovned by one party
to this agreenent, a concurring vote of at least one additional
working interest owner shall be reguired to select a new operator.
Such selection shall not become effective until (a) a Unit
Operator so selected snall accept in writiny the duties and
responsibilities of Unit Operator, and (o) the selection shall
have been approved by the Director =nd Comaissioner. If no
successor Unit Opecrator is selected znd oualified as rnerein
provided, the Director and Comniseioner at their election ay

declare this unit szreewent terzinated.

UNIT ACLOURTING AGREEMECT
6. If the Unit Cperator is not the sole owner of

working interests, all costs and expenses incurred in conducting
unit operatiouns hereunder and tiae working interest benefits accru-
ing hereunder stall we zpportioned among the owners of unitized
working interests in accordence with a uait accounting agreenent
oy and between the Unit Operator and tine othner owners of such
interests, wnhether one or more, separately or collectively. Any
agreerent or agreements entered into between tie working interest

Aawiers ardg the Imit Creratoar ag rrovided irn thie section. whether



one or uore, are herein referred to as tae "unit accounting agree-
ment". o such agreeuzent shall be deemed either to modify any of
the terms and conditions of this unit agreeaent or to relieve the
Unit Cperator of any right or obligation estatlished under tais
unit agreezent, and in case of any ihconsistenty or conflict be-
tween this unit agreeunent and the unit sccountiny agreement this
unit agreement shall prevaili Three true copies of any unit
accounting agreerent executed pursuant to this section shall be

filed with the Supervisor.

RIGHTS AND O3LIGATIOXS OF UNIT CFrERATOR

7. ZExcept as otherwise specifically provided herein,
the exclusive right, privilege, and duty of exercising any and
all rights of the parties hereto wiich are neceesary or conven-
ient for prospecting for, producing, storinsg, and disposing of
the unitized substances are nerevy vested in and shall be exer-
cised by the Unit Operator as herein provided. 4Acceptaole evi-
dence of title to said rights slall pe deposited with said Unit
Operator and, together with this agreeanent, saall constitute and
define the rignhts, privileges, end oblizations of Unit Operator.
¥othing herein, however, shell ce coustrued to transfer title to
any land or to 2ny lease or operating zagreeneant, it being under-
stood that under this agreement the Unit Operator, in its
capacity as Unit Operator, shall exercise the rights of posses-
sion and use vested in the parties aereto only for the purposes
herein specified.

The Unit Cperator shall pay all costs and expenses of
cperation with respect to the unitized land. ff and when the

Unit Ovperator is not the sole ovner of 21l working interests,



suca costs shall be charged to the account of the OWNET OT OWNers
of workinz interests, and the Unit Operator shall be reimbursed
therefor by such owners aund sphall account to the woriking interest
owners for their respective shares of the revenue and benefits
derived from operations hereunder, all in the menrner and to the
extent provided in the unit accounting agreement. The Unit Opera-
tor shall render each mounth to tihe owners of unitized interests
entitled thereto an accounting of the operations on unitized

land curins: the previous calendar month, and shall pay in value

or deliver in kiad to each party entitled taereto a rroportionate
and allocated share of the benefits accruing hereunder in conform-
ity with operating agreerents, leases, or other independent con-
tracts between the Unit Operator and the perties hereto either
collectively or individually.

The development and operation of land subject to this
agreenent under the teras herszof saall be deened full performance
by the Unit Orverator of all oclizations for such developnent aad
operation witi respect to each and every part or separately owmed
tract of land subject to this agreeuient, regardless of waether
there is any developuient of auny particular part or tract of the
unit area, notwithstending anyvthing to tie contrary in any lease,
operating agzreement, or other contract by and between the parties.

hereto or any of thenm.

DRILLI®G TO DISJCVERY
8. Within & months after the effective date nereof,
the Unit Operator shall besin to drill an adecuate test well at
a location to e azpproved oy the Supervisor, if sucu location ‘s

apon laads of the United States, and if uron State lands or
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patented lands, such location shall oe approved by the 0il Conserva-
tion Commission of the State of Kew Mexico, hereinafter referred to
as the Commission, and thaereafter continue such drilling diligently
until a well not less than 7300 feet in depth has been érilled, un-
less at a lesser depth unitized substances shall ce discovered which
can te produced in payins ocuantities or tae Unit Ovperator shall at
any time establish to the satisfactiorn of the Supervisor as to wells
on Federal land, or the Comuission as to wells on State land or
patented land, that furtiaer drilling of said well would not be
warranted. If the first or any subseocuent test well fails to result
in the discovery of a deposit of unitized substances capable of
oeing produced in paving gquantities, the Unit Overator shall con-
tinue drilling diligently one well at a time, allowing not more tiaan
6 months between the completion of one well and the veginning of the
next well, until a well capadle of producing unitized substances in
paying aquantities is completed to the satisfaction of said Super-
visor if on Federal lancd or tre Commissioner if on State land or
patented land, or urtil it is reasonacly proved that tae unitized
land is incapable of producing unitized substasnces in paying quanti-
ties. Fothing in thils section shall ve cdeemed to limit the right

of the Unit Operator to resign, as provided in Section 4 =ereof,
after any well ¢rilled under this section is placed in a satis-
factory condition for suspension or is plugged and abandoned pur-
susnt to applicable regulations. The Director, and the Commissioner
may modify the drilling reouirezents of this section by grenting
reasonsble erxtensions of time when in their opinion, such action

is warranted. Upon feilure to comply with the drilling provisiouns
of this section, the Director and Commissioner wmay, after reason-
aple notice to the Unit Operator and each working interest owner,
lessee, and lessor at their last known addresses, declare tiis

unit agreement terminated.



The drilliny of an initial test well to the depth and in
the manner hereinabove specified oy the iagnolia Fetroleum Company
shall satisfy the recuirement set forta hereinabove for the drilling
of such well, notwithstanding that such well ;ay have been commenced
or completed prior to the effective date of this agreenent.

FLAY OF FURTHZER DEVELOFMENT AND OFERATIOX

9. Within & months after coupletion of a well capable

of producing unitized substances in pavin: cuantities, the Unit

Cperator shall submit for tihie arproval of the Supervisor, the

ment aﬁd operation for the unitized land whicn, when approved by
trhe Supervisor, the Commissioner, and Comznission, shall constitute
the further drilling and operating obligations of the Unit Operator
under this agreement for the period specified therein. Taereafter,
from time to time Yefore the explration of any existing plan, the
Unit Cperator shall submit for the approval of the Supervisor,

the Commissioner, and the Commission, a plan for an additional
specifled period for the developnent and operation of the unitized
land. Aay rclan submitted vursuant to this section siall provide
for exploration of the unitized area zand for the detersination

of the commercially procuctive area tirereof in each and every
productive formation and ehall ce as complete and aderuate as the
Supervisor, the Commissioner, and the Commission may determine to
be necessary for timely developuent and proper conservation of the
0oil and gas resources of tne unitized erea =nd shall (a) specify
the nuucer and locatiomsof any wells to te drilled and the pro-
posed order anc time for such drilling; and (o) to the extent |
practicavle specify tae operating practices regarded as necessary
and advisacle for proper conservation of natural resources. Sep-

arate plans may be submitted for separate productive zones, subject

10 =



to the approval of the Supervisor, Commissioner, and the Com=~
mission. Said plan or plans shall be modified or supplemented
when necessary to meet changed conditions or to protect the
interests of all parties to this agreement. Reasonable diligence
shall be exercised in complying witia the obligations of the ap-
proved plan of development. The Supervisor and Commissioner

are authorized to grant a reasonavle extension of the S-month
period herein prescribed for submission of an initial plan of
development where such action is justified because of unusual
conditions or circuustances. All parties hereto agree that after
completion of one comnercially productive well no further wells,
except such as may be necessary to afford protection against op-
erations not under this agreement, shall be drilled except in

accordance with a plan of development approved as herein provided.

FARTICIPATION AFTER DISCOVERY

10. TUpon completion of a well capable of producing
unitized substances in paying cguantities or as soon thereafter
as reouired by the Supervisor or the Commissioner, the Unit
Operator shall submit for &pproval by the Director, the Com-
missioner, and the Commission a schedule, based on subdivision
of the public land survey or aliquot parts thereof, of all uni-
tized land then regarded as reasonably proved to be productive of
unitized substances in paying quantities; all land in said scined-
ule on approval of the Director,the Commissioner and the Commission
to constitute a participating area, effective as of the date of
first production. Said schedule shall also set forth the per-
centage of unitized substances to be allocated as herein pro-
vided to each unitized tract in the participating area so estab-

lished, and shall govera the allocation of production from

e e



and after the date the participating area becomes effective. A
separate nerticlipating ares sikall be estaclished in 1liXke manner
for each separate pool or deposit of unitized substances or for
any zroup thereof procuced as a sin:;lc rool or zone. The parti-
cipating area or ereas s0 esteolished snall ve revised from tine
to time, subject to lire approval, whenever such action appears
proper as a result of further drilling; operations or otherwise,
to include sdditionel iand then regarded 2s reasonably proved to
be productive in paying cuantities, ard the percertase of zlloca-
tion shall also be revised accordingly. The effective date of any
revision shall ve tre first of the month following the date of
first suthentic knowledze or information on which such revision
is predicated, unless 2 more appropriate effective date ie speci-
fied in tae schedule. rFo land shall ve excluded from a partici-

PR

pating area on account of deplction Of}bhe unitized substances.
It is the inteat of tnis section that a perticipating
area snall represent tae area xnown or reasonaply estimzted to
be productive in rorying cuentities; but, regardless of any revi-
sion of the participating area, nothing herein contained shall be
construed &s reqguiring any retroactive apportionnent of any suus
accrued or prald for production ootained ~rior to the effective
date of revision of the participsting area.
In the absence of agreement at sny time cetween tae
Unit Cperator, the Director, the Oommissioner, snd the Commission
as to tae rroper definition or redefinition of a rerticipating
area, or until a porticipsting area hes, or areas aave, been

estzplished as provided herein, the portion of all payvuents

affected thereoy may be impounded in a manner mutually acceptable



to the owners of worling interests, except royrslties due the

Unitec States anc the State of I'ew ¥exico, wiica shall ve deter-
mined by the Supervisor snd the Gommissioner and the anount there~-
of deposited with the Digtrict Land Cffice of the Bureau of Land
lMaragement and the Commuissioner of Fublic Launds, respectively, to
be held as unearned woney until the perticivating srea is finally
approved and then anplied s earned or returned in accordance with
a determination of tue susm cue as Federszl and State royslty on the
vasis of such cpproved participaring area.

Whenever it is deteruined, subject to the 2pproval of
the Supervisor as to wells on Federal land aad the Jowmmissioner
as to wells on 3State land, and the Commission as to pstented land,
that & well drilled under this azreement is not capavle of produc-
tion iu payins cuantities and inclusion of the land on wiiecn it is
situated in a participzting area is unwarrented, production from
such well shali ve allocated to tae leaid on waich the well is
located so long zs that well is ot withkin a participafing srea
estaplisned for the pool or deposit from which sucia procduction is
ootained.

ALLOCATICY OF FPRODUCTICH

11, All unitized suostances procuced from eact: parti-
cipatine area esteblisned under this agreerent, except any part
thereof used for procuction or Cevelopaent purposes iaereunder,
or unavoidzbly lost, shall be deened to be vroduced eouslly on
an acreave vesis from the several trects of unitized land of
the participating ares estedlished for such production and, for
the purpose of determiniug any venefits tuat accrue on arn acreaze
casis, each suciu tract shall have allocated to 1t such percen-
toze of said production s its area bears to the said participa-

+49m2 area. It is fnerebv a-reed that prroduction of unitized



substances from a participating area shall be allocated as pro-
vided herein regardless of whether any wells are drilled on any

particulsar rart or tract of said participatins area.

DEVELCFMENT OR OFERATION OF ROFR-FARTICIFATING LAND

18, Any party aereto, other taan the Unit Cperator,
owning or controllin= e majority of the working interests in any
unitized land not included in a perticipating area snd having
thereon a regular well location in accordance with a well-spacing
pattern estsolished uader an approvet plan of develomment and
operation may drill z well st such locetion 2t his own expense,
unless within 90 days of receipt of notice from said party of
als intention to drill the well toe Unit Operator elects and
comzences to ¢rill such well in like manner as other wells are
drilled by the Unit Operator under this agréement.

If suchk well is not arilled by the Unit Operator and
results in production such thet the land upon which it is situated
may properly be inclucded in a participetiny aree, the party ray-
ing the cost of drilling such well shall be reiupursed as crovided
in tihe unit accounting agreement for the cost of drilling similar
wells in the unit area, and the well shall be operated pursuant to
the teras of this agreeanent as thoush the well had been drilled
by the Unit Cperator.

If any well drilled oy the Unit Operator or by an
owner of working interests, as provided in this section, obtains
production insufficient to justify inclusion of the land on which
sald well is situated in a participating area, said owner of
working interests at his election, within 30 days after deteruina-
tion of such insufficiency, shall be waolly responsitle for and

-4



may operate anc¢ produce tae well at his sole expense and for ais
sole benefit. If such well was drilled by the Unit Operator and
said owner of working interests elects to operate said weil, he

shall pay the Unit Operator 2 fair salvage velue for the casing

and other necessary ecuipment left in tne well.

ells drilled or produced at tie sole expense and for
the sole penefit of an owner of workiang izterest other than the
Unit Operator shall ote operated pursuant to the terus and pro-
visions of this agreenent. Royalties in azount or value of
production from any such well shall be psid as specified in the
lease affected.

ROYALTIZES AXD RENTALS

13. The Unit Operator, on venzlf of the parties zere-
to, shall par in value or deliver in kind, according to the rights
of the parties establisned by underlyin:s lesses or agreexents, all
royalties cdue upon production allocated to unitized land and shall
pay all rentals or winimum royalties Gue on unitized land. All
such paynrents or deliveries in kina siiall de charged vy the Unit
COperator to the appropriate workinz interest owners as provided
in tiae unit zccounting agreenent. othing lerein contained shall
operate to relieve the lessees of Federel or Stote land from their
oblizetions under tae terms cf treir respective leases to pay
rentale and rovalties.

Royaltwr due the United States shall be counputed es
provided in the operszting regulations and paid in value or de-
livered in kind es to all unitized substances on tie basis of
the amounts thnereof allocated to unitized Federal land as pro-
vided herein at the rates specified in the respective Federal

leases, or at such lower rete or rates as may oe authorized by

-15~



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

Rental or =minimum royalty for land of the United States
subject to this agreement shall be paid at the rates specified
in the respective Federsl leases, or such rental or minimum
royalty may be waived, suspended, or reduced to the extent

authorized by law and applicable regulations,

CONSERVATICHN

14, Operations hereunder and production of unitized
substances shall be conducted to provide for the most economical
and efficient recovery of said substances, to the end that the
maximum efficient yield may ve ovtained without waste, as defined
by or pursuant to State or Federal law or regulation; and pro-
duction of unitized substances shall be limited to such production
as can be put to veneficial use with adeouate realization of fuel
and other vslues.

DRAINAGE

15. The Unit Operator snall take appropriate and ade-
quate measures to prevent drainage of unitized substances from
unitized land by wells on land not subject to this agreement, or
pursuant to applicable regulations pay a fair and reasonable
compensatory royalty as determined by the Supervisor for Federal

land or as approved by the Commissioner as to State land.



LEASES AND CONTRACTS CONFORMED 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 said Secretary and Commissioner, by their
approval of this agreement do hereby establish, alter, change,
or revoke the drilling, producing, rental, minimum royalty,
and royalty requirements of such leases and the regulations in
respect thereto, to conform said reouirements to the provisions
of this agreement, but otherwise the terms and conditions of
said leases shall remain in full force and effect.

Said pérties further consent and agree, and the Secre-
tary and Commissioner by their approval hereof determine, that
during the effective 1life of this agreement, drilling and pro-
ducing operations performed by the Unit Operator upon any uni-
tized land will be accepted and deemed to be operations under
and for the benefit of all unitized leases embracing land of the
United States and the State of New Mexico; and that no such 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 230 years or any renewal thereof or any part of such
lease which is made subject to this agreement 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 remains committed hereto, pro-
vided a valuable deposit of unitized substances is discovered
prior to the expiration date of the primary term of such lease,

Authorized suspension of all operations and production on the
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unitized land shall ce deeued to constitute authorized suspen-
sion with respect to each unitized lease.

The perties hereto holdinz interests in land within
the unit ares other than Federal land consent and agree, to the
extent of thneir respective interests, tinat 211 leases or other
~contracts concerning such land shall be modified to confor: to
the provisions of tals asreeaent and shall be continued in force
and effect durins the life of this acreenent.

| COVER4MTS RUE WITH LATD

17. The covenants herein shall be construed to be
covenants running with the land with rescect to the interests
of the parties hereto and their successores in ianterest until
this agreement terminates, and any grant, transfer, or convey-
ance of interest in land or leases subject hereto shall be and
hereby is conditioned upon the a2ssumption of all privileges and
obligations hereunder by the grantee, transferee, or other suc-
cessor in interest, and as to Federal lanc saall De subject to
approval ov the Secretary and as to State land shall be sudject
to approval Ly the Comaissioner.

IFFECTIVE DATE AND TZRi

18. This agreemnent shall become effective uron appro-
vel by the Commissioner and Secretary and shall teraninate on
December 31, 1950, unless (a) such date of expiration is extended
by the Director and Commissioner, or (b) it is reasonably deter-
mined prior to the expiration of the fixed term or =ny extension
thereof that the unitized land 1is incapable of production of

unitized substances in paying cuantities and after notice of

1
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intention to terminate the agreement on such ground is given by
the Unit Operator to all psrties in interest at their last known
addresses, the agreerent is terminated with the approvel of the
Director and the Commissioner, or (o) a valuable discovery of
unitized substances has cteen made on unitized land cduring said
initial term or any extension thereof, in which cese the agree-
ment shall remsin in effect so long as uaitized substances can
be produced from the unitized land in paying ocuantities; or (a)
it is terminated as provided in section & or section & hereof.
This agreeunent may be terminated at any time by 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, DEVELOFMEXRT, AND FRODUCTION
19. All production 2né the disposal thereof shall be

in conformity with allocations, allotments, and quotas made or
fixed oy any duly authorized person or regulatory body under any
Federal or State statute. The Director is aereby vested with
authority to alter or modify from time to time, in his discre-
tion, the rate of prospecting and development and within the
limits made or fixed oy tae Commission to alter or modify the
guantity and rate of production under this agreement, such authori-
ty beingz hereoy limited to alteration or modification in the public
interest, the purpose thereof and the public interest to be served
thereby to be stated in the order of alteration or modification;
provided further that no such alteration or modification shall be
effective as to any land of the State of New kexico as to the rate
of prospecting and development in the avbsence of the specific
written approval thereof by the Commissioner and as to any lands

Af 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 approval thereof by the Commission.
CONFLICT OF SUPERVISION

30. Keither 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 subject hereto, or to any penalty or liability on’account
of delay or failure in whole 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 failure 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 Mexico in and about any matters or thing
concerning which it is reouired herein that such concurrence be
obtained. The parties 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 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.
UNAVCIDABLE DELAY

21. All obligations under this agreement reguiring the
Unit Operator to commence or continue drilling or to operate on
or produce unitized substances from any of the lands covered by
this agreement shall be suspended while, but only so long as, the
Unit Operator despite the exercise of due care and diligence, is
prevented from complying with such obligations, in whole or in
part, by strikes, lockouts, acte of God, Federal, State, or muni-
cipal laws or agencies, unavoidable accidents, uncontrollable

deleys in transportation, inability to obtain necessary materials

> I o W



in open market, or other matters beyond tie reasonable control of
the Unit Operator whether similer to xatters herein enumerated or
not.
CCUNTERFARTS

22. This égreement may be executed in any number of
counterparts with the same force and effect as if all parties had
signed the sane document, or fhis agreenent may vbe ratified with
like force and effect by a separate instrunent in writing speci-~
fically referrings hereto. Any separate counterpart, consent, or
ratification duly executed after approval hereof by the Secretary
and the Commissioner shall be effective on the first day of the
month next following tne filing thereof.with the Supervisor and
the Commissioner, urnless oojection thereto is made oy the Director
or Commissioner and notice of such objection is served upon the
appropriate perties witnin €0 days after such filing.

FaIR ZLFLOYMERT

23. The Unit Operator shall not discriminate against
any eaployee or applicant for exployment because of rage, creed,
color, or national origin, and an identical provision shall be

incorporateéed in all subcontracts.

L0SS _COF TITLE

24, In the event title to any tract of unitized land
or substantial interest therein shall feil and the true owner
cannot be induced to join this unit agreerent, so that such tract
is not committed to this unit asreeaent, there shall te such re-
adjustment of rarticipation as may ove reouired on accouat of such
failure of title. In the event of a dispute as to title or as to
any interest in unitized land, the Unit Operator may withnold

pavuent or deliverv on account tiaereof without liacility for



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

settlement.

IN WITNESS WHEREOF, the parties hereto have caused
this agreement to e executed and have set opposite their

respective names the date of execution.

MAGNOLIA PETROL COMPANY

ATTEST: / /
%.(_3 By .

;ﬁw@ o Vice-Pyesident %»

Asst. Sacretary i § Sden

FEB 2 6 1948
— Date

By 217, Al

Febroary 71748 f V4 J
a Date

Febroary 7. 1748 W

Date



2-10- 1949 _ _
BDate

FEB111948

. Date

el 19, [74S

e —

Date /

Feb. 14, 1948

Date

b 7~ mef

Date

feb, 21, 1928

Date

March 3. 1928

Date-

Date

Date

Date

Tate

W. P. THURMON
MA/VY\ __,’J MIDLAND, TEXAS

<:5444%L4;f4?-@5%{;¢on¢n/
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STATE OF __ Aew Mexico 358
COUNTY OF _Chgves )
Cn this _9%  day of February , 1948 , before

me personally appeared Euéry& Crosby_and Stanley W, Crosby, her husband ,

to me xnown to be the persong dGesorioved in and wao executed the
foregolng instrument, and sciknowledged t-et _t.‘ne,z executed the ssme
as _their  free act and deed.

i¥ WITNESS WHEIRECF, I have hereunto set my hand and
affixed ny official seal the day and year in this certificate

above written.

'y Commniseion Excires:

Bt T o

Jotary Public

STATE CF ozﬁ/w )S
S
cousty o Mell as 3
On this _24  day of 7W , 1944, oefore

me personally appeared //f 5 , to me

personelly known who oeing by me duly sworn, did say that he is the
> WMA, Fresident of

and that the seal affixed to said instru-

-

?

nent 1s& the corpééate seal of sald corporation, 2nd that said
instrunent was sizned aid seeled in vehalf cf said corporation oy

authority of its Board of Directors, aud said /«ﬁ

acknovledged said instrument to ve the free act

and deed of sald corporatiomn.
I WITYESS W-EREOF, I have aereunto set my hand and affixed

my official seal on this, the day and vear last above written,

‘r\"otarv Pyblic
MYy Commission Expires: mzu'rAVERN Notary Pudiis
WUN 1 1949 i and fax Dalise Comty, Twsas




STATE OF  Mew Mexico
COURTY OF Chaves

On this 9%  cay of _ febresry , 194§ , before me
personaliv apreared (Miss) ﬁ’ubyf Craséy, d single ubman . /’7;)'7‘6& QQg/JSon, )
dpw :_gnd Luc:/e F,zrl(er a Single wemgy’ , to e Tnown to be tie persons
g;scrlbed in and wao executed the foreszoing instrument, and
acknowledged that _they executed tne sane as _ Their
free act and deed.

— e S

IN WITHESS GELREQOF, I aave aereunto set my hand and
affixed my official seal the dar and reer in tnis certificate
above written.

/

omiission expires Notary Pupnlic

__Mu - X7 4

STATZ CF [evas

covaTY oF FE/ Faso

On this _[o¥ day of febroary , 1948 | bvefore me
personally annearead oro I married womap
, to e inown to oe the person
agescrioed in and wno executed the foregoing instrument, and

acknowleded that _she_ executed tre saue as her
free act and deed.™

I¥ WITNESS WEERECF, I have hereunto set my hand and
affixed ay official s°al the day and year in this certificate

agove written. .

my commnission expires: Wotars Puolic

)
)

W, E. HA, Nolary Public, In and For El Pasu
County, Tevas My commissipt expires Juse 1, 1948,

8TaTE OF 7;Xaf
coity o Midfand

On tinis /[ daﬁ Febroary , 1948 . bvefore me
personally appesred [hvrmen_gnd Floss/e A. A Thormon, his wife

, to me xrown to ove the perscny _
descrived in and w-o executed tae foregoing instrument, and

acknowledged thet they exeouted the same as __fheir
free act and deed.

S

s v

I¥ ¥ITVESS “ZERECF, I rave hereunto set my hand and

affixed ay off1c1a1 seal %the day and year in t:is certlfxcate
asove written.

Lorna Overbey
¥v commission expires: ' XOt“Ij/gﬁté%;#/
Jene | 1949




STATE OF __ Jexas )
COUNTY OF _ [ravis )

On this (3% day of _Febrvary , 194¢ , before me
personally apceared Thos, A. Powell, 3 single man

- , , to e known to ve tae person__
dégcrived in and wao eXecuted the foregoing instrument, and
acknowledged that __he  executel tne sane as __Ais

free act and deed.

IN WITEESS WEAREQP, I have aereunto set my hand and
affixed my official seal the dar and reer in this cert:ificate
above written.

IC_VO:om.;‘.ission exrcires
{ao bt / /44[ 7
4 VA

/ v
STATZ OF o ltot [ekas )

N
COUITY OF [olfer )

On this Jj4¥ day of _Febrvary 194 ¢ , before me
personally annearecd C.C. Gelden, a'marr/e:/man ’

_ , to me known to oe the person
-.0gescribed in and woo exXecuted the foregoing instrument, and
acknowled-ed that ne executed tre saue as hry

" free act and deed.” T

— IF¥ WITNESS WEERECF, I have hereunto set my hand and
affixed my official seal the dav and vear in this certificate

_above vwritten, _
A %M&. s RoTeL
my conmission expires: Totary Fuslic

June /, /742

STATE OF C?//farn,/a )
COUIATY OF  Orange )
On tais /77 cday of E?Arumvy s 1’948}, vefore me

personally appecred Marion J Welsch and W.D. Welsch her hosband

, 0 me xrown to be the persons
described in and w:o executed the foregoing instrument, and T
acknowledzed thet _they executed the sane as _their

free act and deed. )

I¥ WITTYESS VHIEREQF, I ravé hereunto set =y hand and

affixed my official seal the day and year in t:is certificate
aovove written.

¥y comuission expires: ¥otsry Puclic

My Commission Expires Jan 92 1ax1



STATE OF __ New Meyico )

.

COUNTY OF Chaves )

this 2/2  day of _Febrvar 1948 , before me
personal 13na;o o eargc{ Emily Y_Be//e E’J};}ij[,LJn, _‘h’er {w:j_gm/

” , to e ¥anown to be tue persons
déscrived in and wao executed the foregoing instrument, and
acknowledged that _fhey executed tae sane as Therr
free act and deed.

IN WIT¥ESS &HEREQF, I aave aereunto set my hand and
affixed my official seal the day and rerr in this certificate
above writtem.

v comulssion excires Notary Puolic

gel. 7, 1949

8TaTz OF _ New Mexico )
COUITY OF  Ainca/n )

On this 3¢ day of reh , 1948 | vefore me
personally anneared AMs. Leg nd Emmill Walker, ber hosbond

, to me inown to oe the persons
descrived in and woo executed the foregoing instrument, and
acknowled:ed that _they executed the saue as their

free act and deed.”

I¥Y WITNESS WEERECF, I aave hereunto set wmy hand and

affixed my official seal the day and vear in this certificate
above written.

Ly conrission expires: ho%ary Puo%%c

O, 7 1949
STaTz OF )
COUATY OF )
On tais cay of , 194___, Dbefore me

personally appecred

, 50 me xrown to D€ the perscn_
descrived in and wio executed the foregoing instrunent, and
acknowledged thet __ne__ executed the sane as
free act and deed. :

_ I¥ WITTESS “ZERECF, I rave hereunto set my hand and
effixed my official seal the day and year in t:ig certificate
asove written.

¥y conrmission expires: Fotery Puolic




