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Marathon Oil Company
Atzeatien: Nr. John L. Andexson, Jz.
october 13, 1964

(poge 2)
Very truly yours,
£. S. JORMNY WALKEBR
COMMISSIONBR oF PUBLIC LANDS
Ted Bilberry, Director
oil & Gas Department
Ea%W/mar/v
cct

tnited States @eoclegical Survey
p. 0. Drawer 1857
aoswelil, New Mexico

01l Comservaticn Commission
santa Te, Hew H‘xicc

Marathon Oil Company

P, O, Box 3128

Houston 1, Texas

Attention: Mr. R. M. Wilison




MAIN OFFICE ocC

MARATHON OIL COMPANY o
FORMERLY THE OHIO OIL COMPANY % m@ zbj M a: ll

LEGAL DEPARTMENT
J. O. TERRELL COUCH
DIVISION ATTORNEY

JOHN H. BEVAN, JR.

SOUTHERN NATIONAL BANK BUILDING
£ 0. BOX 328
HOURBTON 1, TEXAS

September 23, 1963

WARREN B. LEACH, JR.

JacK Fames Re: Box Canyen Unit Agroemu Eddy County,
AICHARG @. RORECHAGH New Meglco, Cese No. 2880, Order Mo, R-2348

ATYORNEYS

011 Comservation Commission of
The State of New Mexico

P. °a 'Gl ‘n

Santa Yo, Bew Mexico

Attention: Mr. A, L, Porter, Jr.

Centlemant

Enclosed is a copy of the Bx Canyon Unit Agreement showing
the origimal emecution of esch of theworking intersst owners. Attached
to this agreement is the Certificatic - Datermination of the Acting
Director, United Stutes Seclogical Suvey, given : nder date of August 27
1963, which date is the effective datiof the Unit /greement. Thie

is being fiied in complilsnciwith Faragra 5) o -
sion's Order of August 9, 1963, Thardas also :gza::u(l 2,0 ih::‘u:::f.
mant & copy of the Certificate of Appwal by the Commizsioner of Publie
lLeands of the State of New Maxico givemmder date of August 13, 1963,

We certainly appreciate the joperation of the Commiseion
handling this matter for ue and particarly the prompt issuance of ::a

Srdsy of Augmer 9, 1961

Yours very ¢ruly,

JEB:LL (chn H, Bovan, Jr.
Enc.

ce: Mr. I, G, Barrell
Me_ Chaa. P. Malone
Mr. Jim Durrett +~




August 13, 1963

Marathon oil Company
p. O, Box

Rosvell, Wev Mexico

n Unit, Bddy

Re: Box Canyo
ew Mexico

County, ¥

Attentiont Mx. B. J. Sorensoh

Gentlemen:
Cogmicsioner of Public Lands has approved as of
3, 1963 the Box Canyon Unit Agresment, Eddy County

Qux approval is subject to iiks approval by
Geologlical survey -

«
pugust 1
Eaw Mexico.
the mited states

originally
our ofricial
$90.00) rollars

We are hanpdind to your MI. Sorengon cen
signed Certificates of Approval togather ALth
Recelipt KO. G-19734 in the amount o©F wipety {
vhich covers the £iling fee.

Very truly yours,

¢, JOHNNE WALKER
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E. S. JOHNNY WALKER
COMMISSIONER
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Commissioner of Public Lands

P. O. BOX 79}
SANTA FE, NEW MEXICO

June 27, 1983
Marathon Cil Company
p. O. Drawer 1398
Roswell, New Mexico
Re: Proposed Box Canyon Unit,
Edéy County, New Mexico
Attention: Mr. . J. Sorenson

Gentlemen:

The Commissioner of puplic és hus avproved,
to form and content, your sropcsed BoX Canyon Unit,
Count

Ry -1 1
cunty, New iMexico.

aporoval is subject
the agreement as follows:

line
ommissioner”
e "by a lessec

age 24, 25,
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word director add
26 aftex the word
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P. O. BPrawsr 1398
Roswsll, New NMexico

August é; 1963

Hew Mexico Oi}l Conservation Commission
F. 0. Box 871
Santa Fe, Rew Maxico

Attention: MWr. A. L. Foriez, fr.

Re: Unit Agreemsnt for Box Canyon Unit Acea,
Including 10,360.48 Acres, Nore or less,
in Township 21 South and Towmship 22 South,
Banye 21 RBasg, N.M.P.M., Nddy Co., N.M.

Gentliomen:

Subsequent to the filing ol our application for approval of the
captionsd unit, four changes in address and/or ownarship of overr:ding
royaliy intearests were discovared and it is therefore respectiully re-
quested that the List of Iniercsted Parties attached to this application
bda amended as follows:

rained to be nis

1. The swmership of Arnold Bunte was dote
wife, Roid Bunte, i

sole and separate property and his
therefore not & party of interest.

2. The entire ownership credited to Jameas T. Jennings &i ux has
been assigned to W. £. Burkstaller, whose wife is Julice G.
Brintgller, 1il West Waionut Street, Roeswell, New Mexico.

3. The addreas of Irwin Rucenstein has buouu thanged from 707
Park Leand Bauilding, 2025 I. Street NW, washington, D. .,

4

o M0 Deerfield Avenue, Silver Spriung, Macyland.

G, ihe address o G, &, Sruul nas veen chasged Frvm G1é Colorvado
Buikdiag, Dewvey, Lolvuade, (o 212 Uolovads Buildiog, Denver,
Zalarcado .,

RespRouiuwily cobmiibed,

MARAT ot D11 CORPANY

RS S P .y o E
A BT ‘n*!’.'l)fxi [0 LR

o, -
i c,./w‘«{,(’ g é e I S

Havid J. Sarenson
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UNITED STATES

DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY

WASHINGTON 25, D.C.,
Qy”ﬁ/

JUN 19 1863 t/

Marathoa 0Ll Company
P. 0. Box 3128
Houston 1, Texas

Attention: Mr. I. G. Burrell

Gentlemen:

Your application of May 23, filed with the Regional 0il and Gas
Supervisor, Roswell, New Mexico, on May 27, requests the desig-
nation of 10,56C.48 acres, more or less, in Eddy County, New
Mexico; as logically subject to exploration and development
unday the unitization provisions of the Mineral I -asing Act,

as amended.

Pursuant to the unit plan regulations of December 22, 1950,

30 CFR 226.3 (1961 reprint), the land requested as outlined on
your map marked Exhibit YA", Box Canyon unit, Eddy County, New
Mexico, is hereby designated as a logical unit area.

Your proposed form of unit agreement, which follows the standard
unit agreement form with the addition of previously accepted
modifications, including the language required by the State of

New Mexico, and providing for the drilling of :he initial well

to test formations of Devonian age or to 9,600 feet, is acceptable.

In the abs:nce of any type of land requiring special provisions
or any objections not now apparent, a duly executed agreement
identical to the proposed form attached to your application will
be approved if submitted in approvable status within a reasonable
period of time., However, the right is reservad to deny approval
of any executed agreement which, in ¢ opinion, does not have
full commitment of sufficient lands to afford effective contrnl

of unit onerations,

Include the l: .est status of 2ll acreage when the executed agree-
ment 1s submitted for approval., The format of the sample exhibits
attached to the 1901 reprint of the standaxd form should be followed

closely in preparation of Exhibits A and B.

e —
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Inasmuch as this unlt area contains State of New Mexico lands,
please contact the Commissioner of Public Lands at Santa Fe,
New Mexico in comnectioa with this letter before soliciting

joinders.

Sincerely yours,

Acting Director




MARATHON OlIL COMPANY

FORMERLY THE OHIO QIL COMPANY ot e co -
~ e s fai ? - i

July 25, 1963

Re: Unit Agreement for Box Canycn Unit Area,
Including 10,560.48 Acres, More or Less,
in Township 21 Scuth and Township 22 South,
Range 21 East, N.M,P,M., Eddy County, N. M.

New Mexico 0il Conservation Commission
P, 0. Box 871
Santa Fe, New Mexico

Attention: Mr. A, L. Porter, Jr.

Marathon 0il Company hereby applies for approval of the Unit
Agreement for the Development and Operation of the Box Canyon Unit Area,
which includes 10,560.48 acres of land, more or less, in Eddy County,
New Mexico, and more fully desciibed 2s follows:

T-21-5, R-21-E, N.M,P.M. T-22-8, R~21-E, N.M.P.M,

Sec. 19: E/2 Sec. 1: All
Sec. 20: All Sec. 2: All
Sec. 21: All Sec. 3: All
Sec. 27: All Sec. 4: All
Sec. 28: All Sec. 10: All
Sec. 29: All Sec. 11: All
Sec. 30: £/Z Sec. 12: All

Sec. 32: All
Sec. 33: All
Sec. 34: All
Sec. 35, W/2

Designation of the Box Canyon Unit Area as above described has
been approved by the United States Geological Survey. The Unit Area
includes 1,399.48 acres, wmore oo lezso, of Srate land, 40 acres of fee
land, and the remainder of thc land included within the Unit Area is

Federal land. The State land so included is described as follows:

T-21-S, R-21-E, N.M, P . T-22-S, R-21-E, N.M.P.M.
Sec. 20: E/2 sW/4 Sec. 2: All
Sec. 32: All Sec. 3: SE/4 SE/4

The fee land so included is described as follows:

T-21-S, R-21-E, N.M P,M.
Sec. 28: SW/4 NW/4




Q New Mexico 0il Conservation Commission ~2- July 25, 1963

It is expected that by the date which will be set for a hear-
ing on this Application, the Unit Agreement will have been executed or
agreed to by all or substantially all of the owners of working interests
and overriding royalty interests in the land included within the Unit
Area. Preliminary approval of the Unit Agreement has been obtained from
the United States Geological Survey.

A copy of the Unit Agreement has heretofore been submitted to
the Commissioner of Public Lands of the State of New Mexico. A copy of
this Unit Agreement with revised page 24 to reflect a change requested
by the Commissioner in Section 29 is enclosed with this Application, and
a copy of this Application and revised agreement is being sent to the
Commissioner on this date. A list of all interested parties known to
Applicant is attached hereto.

Marathon 0il Company respectfully requests that this Applica-
tion be set for hearing before a duly appuinted examlner of the Commis-
sion at the earliest posszible date, that notice be given as required by
law and the regulations, and that the Box Canyon Unit Area and the Unit
Agreement be approved as proposed.

Respectfully submitted,

MARATHON OII. COMPANY

BYW&’
Y H., BEVAN, JR. &f
. 0, Box 3128

Houston, Texas, 77001




LIST OF INTERESTED PARTIES

BOX CANYON UNIT AREA - EPDY COUNTY, NFJ/ MEXICO

Comissioner of Public Lands
State of New Mexico

P, O, Box 791

Santa Fe, New Mexico

Mr. John Anderson

Regional 0il and Gas Supervisor
United States Geological Survey
Roswell, New Mexico

Bruce Anderson et ux, Jacqueline Anderson
930 Petroleum Club Building
Denver 2, Colorado

Eugenia Bate, a widow
¥. 0. Box 161
Santa Fe, New Mexico

Vola V. BHBorst Bunnel
P. 0. Box 2059
Santa Fe, New Mexico

Arnold Bunte et ux, Enid Bunte
611 West Church
Roswell, New Mexico

Max H. Christensen et ux, Marcella B.
Christensen

1116 Petroleum Life Building

Midland, Texas

as Comnell ¢i ux, Emily K. Connell
1 tale Street
New Orleans 18, Louisiana

=
=G
~d4 2

Dalport 0il Corporation
930 Fidelity Unicn Life Building
Dallas, Texas

Clareire E. Hinkle et ux, Lilliar T. Hinkle
407 Wortn washington Avenue
koswell, New Mexico

James T. Jennings et ux, Frances S. Jeanings
1208 Aveaida Del Sumbre
Roswell, New Mexico

S. W, Lodewick et ux, Laura B. Lodewick

305 North Missouri Avenue
Roswell, New Mexico

Bonnie H. Matlock Morrison
3 Park Road
Roswell, New Mexico

Irwin Rubenstein
707 Park Land Building
2025 I. Street NW
Washington, D, C,

aldwell J. Saunders et ux, Faye N.
Saunders

2515 Cambria

Dallas, Texas

Joe Schutz et ux, Rosina Schutz
116 Valiey Drive
Santa Fe, New Mexico

Michael S. Shearn
212 Schuster
El Paso, Texas

C. E. Stout
614 Colorado Building
Denver, Colorado

George 5. Turner et ux, Edna K. Turner
2003 Wect TIndisna

Midland, Texas

Hoover H. Wright et ux, Betty Ruth
Wright

P, 0, Box 2124

Santa Fe, New Mexico

B, B, Avwsirong, Murphy S. Armstrong,
and Gayle Armstrong Stokes

1511 Highland Road

Roswell, New Mexico

£dward €. Donzhue
P, 9, Drawer 1372

E1l Paso, Teuxas

(Cont'd)




LIST OF INTERESTED PARTIES

BOX CANYON UNIT AREA - EDDY COUNTY, NEW MEXICO

{Cont'd)

Beard 0il Company

6th Floor, Classen Building

2915 Classen Boulevard

Oklahoma City &, Oklahoma
Attention: Mr. William Beard

Sun 0il Company
P, O, Box 2880
Dallas 21, Texas
Attention: Mr. A, J. Viets

Union 0il Company of California
619 West Texas Avenue
Midland, Texas

Attention: Mr. John Hansen




UNITED STATES

DEPARTMEN HE INTERIOR
- GEOLoGIcA SURvEy
WASHINGTON 25.0.¢, ’

@ With tha Regional Cil ang Gas
s Roswell, Nevs Mexico, on May 27, Yequestg the desig-
Nation of 10,560.48 acres, More o less, ig Eddy County, New

Pursuant Lo the Unit plap regulations of December 22, 1950,
CFR 226.3 (1961 Tepring), the lang Tequestegd 4S outlineg on

your map Marked Exhibie LN Box Canyon‘unit, Eddy County, New

Mexico, is hereby designated as g logical unit area, N

Your Proposeq form_of unit agreement, which follows.the Standarq
- unit 48reemant fory With the addi ez .. of previously accepteg
modifications: including the language Tequireg by the State of
NeW'Mexico, and Providing for rn. ﬁrifling of the initia] weil
Lo test formations of Devonlan age or to 9,600 feet, is acceptable.
»

or apy objections not now apparent, 2 duly eXecutog 28reement
identical L0 the Propogeg fornm 2ttacheg o vour application will
 thin

Include tha latest Statug of al; dcCreage when the Sxecuteg agrag.
went 3o Submitteq for aPprovay . The formar Of the sample Xhibicg
Altacheg fo the 1961 repring Of the Standarg form Sheuld be followeq
Closeiy in?preparation cf Exhiby s S ang g,
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Inasmuch 2s this unit area contains State of New Mexico iands,
please contact the Commissioner of Public Lands at Santa Fe,

New Mexico in connection with this letter before soliciting
joinders,

Sincerely yours,

e e - VP

Acting Directoxr



MARAT

HON OlL cOMPANY

FORAMERLY THE ORIO oL COMPANY

p. O. Drawer 1398
Roswell, New Mexico

August 6, 1963

New Mexico 0il Conservation Commission
0. Box 871
ta

P.
San Fe, New Mexico

Attention: Mr. A. L. Porter, Jr.

Re: Unit Agreement for Box Canyon Unit Area,
Including 10,560.48 Acres, More or Less,
in Township 21 Soutb and Township 22 South,
N

Range 21 East, M.P.M., Eddy Co., N.M.

Gentlemen:

Subsequent to the fiiing of our application for approval of the
captioned unit, four chauges in address and/orx ownership of overriding
royalty jnterests were discovered and it is therefore respectfully re-
quested that the List of Interested Parties attached to this applicacion

be amended as fellows:

1. The ownersnip of Arnold Bunte was determined to be his
sole and separate property and his wife, Enid Bunte, is
therafore not a party of interest.

2. The entire ownership credited to James T. Jennings et ux has
heen assigned toO W. &. gurkstaller, whose wife is Julice G.
purkstaller, 111 West Wainut Street, Roswell, New Mexico.

3. The address of Irwin Rubensteiu has peen changed from 707
Park Land Building, 2025 1. Street NW, Washington, D. C.,
to 500 Deerfield Avenue, gilver Spring, Marcyland.

4. The address of C. E, Stout has opeen changed {rom 614 Colorado
Building, Denver, Colorado, to 2172 Colorado Building, Denvel,
Colorado.

Respectfully submitted,

MARATHON OIL COMPANY
Land Department

;jZQAf06/277( <£5;14~va4v—__

avia J. Sorenson




Commissioner of Public Lands

E. S. JOKNNY WALKER

s

COMMISSIONER LT e et
MM w SANTA FE. NEW MEXICO
June 27, 1963 -

Marathon 0il Conpany
P. 0. Drawer 1398
Roswell, New Mexico

Attention:
Gentlemen:

The Commissioner of Publ

Re: Proposed Box Canyon Unit,

Eddy County, New Mexico

Mr. E. J. Soreason

ic Lands has approved, as

to rorm and content, your proposed Box Canyon Unit, Eddy

County, New Mexico.

roval 1s subject
as follows:

the

"and

heon Cil Company

Southern MNational Bank B
P. 0. Box 3128

Zouston, Texas
Littention: Mr. Jonn H.

to a change of wording in

vage 24, line 25, after the
nd Commissioner" and in line
cte "by a lessce of record."
Very truly vours,
S. S, JOONDY WALAER
COMMEISSTIONER OF PUBLIC LRYNDS
AT ‘ v O
BY : NG ey Gy L e
. v
(irs.) Marian M. Rhea, Supervisor
Unit Division
oilding  QFFCES 1N AR G |
; b T Tyl L P '
[ . PRIE S . ) [ |
Bevin, Jr. | .. CXERLE ) o
oo FQL/._




DRAFT

. 4—-',""

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 2880
,-”\l’, fo v Order No. R~ Z2rF=
: ¥y 4

APPLICATIOR OF MARATHON OIXL COMPANY
FOR APPROVAL OF THE BOX CANYON UNIT
AGREEMENT, EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
August 7 , 19%3, at Santa Fe, New Mexico, before Elvis A. Utz
Examiner duly appointed by the 0il Conservation Commission of New
Mexico, hereinafter referred to as the “Commission," in zccordance
with Rule 1214 of the Commission Rules aud Regulations.

NOW, on thisg day of __August |, 1963, the Commission,
a quorum being present, having considered the application, the
evidence adduced, and the recommendations of the Examiner,
Elvis A. Utz , and being fully advised in the premises,

FINDS:

(1) That 2uc public notice having been given 2g rajuired by
iaw, the Commission has jurisdicticn of this cause and the subject
matter therecf,

Company

(2)  That Lhe spphawonk, Marathon 0Oil / y dacks approval

of the __ Box Canyon ____ Wnit Agresmont covaring 10,560.48 acres,

o

worv & Leed, ©F State, Federal and Fee lands in Townships 21 and

22 South, Range 21 East, NMPM, Eddy County, New Mexico.

(3) That sapproval of the proposed Box Canyon PRI

Agracmant will in principle tand 0 promte thae conservation of
oid and gas and the prevention of waste.

Py TR

SADERED

Box Canyon Ltmdt Fgroamant La harooy




;:;lh.g_aag

(2) That the plan under which the unit are: shall be opar-
sted shall be embreced in the form of & wait czreament for the
developuant and operatien of the Box Canyon Uit Area,
ond suth plon shall e dnowa a8 € ___pRox capveon.. Uait
Agresment Flan.

(3) That ¢he ___DBox Canyon __ __ Uait Agroemsnt Plan is
haredy approved in principle as & proper CoRServaticn msasure;
provided. however, that notwitheatanding any of ths provisicas
comtained in ssid unit agreement, this approvel shall not be
consideved As waiving or relingquishing, in sny manmsx, any right,
dty, ox chligstion which is now, or mmy haxeaftsr be, wosted in
ths O0i1 Conssrwetion Commission Of New Mexico Dy law zelatiwe to
the swpesvicion and conkrol of opsrsticas for the explovetion and
development of any lands cosmitted to €hs _ nox copvon
Unit, or reiative to the production of ail or gae tharelsss.

(4) (a) That the unit ares shall be:

EDDY COUNTY, NEW MEXICO

T-21-S, R-21-E, N.M.P.M. T-22-S, R-21-E, N.M.P.M.
Sec. 19: Ef2 - Sec. 1: All
Sec. 20: All Sec. 2: All
Sec. 21: All- Sec. 3: All
Sec. 27: All Sec. 4&: All
Sec. 28: All Sec. 10: All
Qor 20- Al Sec. 11+ A1V
Sec. 30: E/2 Sec. 12: All
See., 32:  All
Sec. 33: All
See. 34 Al

See. 35, W/2-

- containing _10,560.48 acras, wore or less.
;} (k) That the unit area msy bo enlarged or contracted

|

|

|

L ee pmovided An pzid plang provided, hosesver, that adeinistratlive

| approval for expansion or cantrasction of thoe unit arsz must alzso
- be obkalined from tho secrotary-Lirector of the Commissglicn.

G S T I S N

an sxeeout20 origlinnl or cxeoubsd counterpart of thwe  Box Canyon




|CASE Mo. 2880

-3-

it Mmreament within 30 days after the effective date thereof.
In the avent of subsequent joiader by any purty O expamsion oOF
comtraciive =f tha unit area, thes wmit operator shall file with
the Commission within 30 days thereafter counterparts of the unit
sgressant reflscting the svhecription of those iatsrests having
Joined ax vakified.

(6) That this evdaw adall Decoms effeckive wyoa the approva
of said unit sgresmant by the Commissicoer of Public Lands for the
State of Mew Mexico snd the Director of the United itates Geclogi~
cal Survey, and sdall tesminste Anso fagte upon the termination
of said unit agreement. Ths last wmit operstor shall notify the
Conmission ismmdiztsly in writing of such tarminatiom.

(1) That jexisdiction of this caume is retained for the
entyy of such further orders as the Commission may deen NAICESSATY.

DONE at sSanka Fe, New Namico, on the day and year hersin-
shove deaignated.




3 1C_REPORT

Proposed Box Canyon Unit
Townships 21 § 22 South, Rangs 2] fast
Eddy County, New Mexicc

Locat:on and Introduction

The prospect is iocated mainly in the souttwest quadrant of T-21-§,
Re2i<E, and the northeast quadrant of T-22-$, R=21«E, Eddy County, Mew
Mexico, and approximateiy 30 miles west of Carisbad, New Mexico. The
location is east of the Huapache Fauit escarpment; therefore, the topog~
raphy and existing access roads to the area indicate no major difficulty
in building locat:ions for wells or roads.

Geophysics and Geology

The Box Canyon Praspect is Lased mainiy upon a seismic anomaly whicﬂ
trands in 8 northwest to scutheast direction with approximately &50 fget
n closure on the "Devonian reflection, 7T .2 anomaly is located %@ucdi-
ately east of and is paraile! to the Huapache Fault. Subsurtface mﬁpbing
is limited vDecause of lack of contrnl: however, the location is basedito
some axtent on subsurface geolugy.

The whbiective formation s the Povonian ' and, in addivivn, the lower
Pooasyivenian (Zenc) sands vhch are well develuzed on the Continental #)
Saxt Texas boddowebi (SE/L SE/6 section i, T-22-5, R-21-E) are cunsidered
copntantiol pay wooe vor this totation, Locent exploration ‘n the Indian

sasin ares (T=21-5, R=23-E) colances fhe s ViEy Tor 2 bend sand rese
ervodty,  The iocot:on also bss uivducUion sossini iit.es irea the AbL hest
Waias Tw g prolibie roservely in b Fopire Fleld o fhe northeast,

. 14

Tire unit outiine rallocws, in ceneral, iie =L3A0Y datum conteur line

on the Reflection Seistwurapin (a2 altuouun, o @ tew Lases it deviates
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in view of the fact that the -480C' datum contour |ine encompasset only
mall portions of the east half of Section 35 and the west half of Section
i3, Township 21 South, Range 21 East, this acresge was omitted from the
proposed unit outiine. The west half of Section 30, Township 21 South,
Range 2! East was not inciuded as it is located west of the fault and has
no potential value. Ailthough the proposed iocation is not situated on

the highest 'Devonian’' seismic point, this site has besn seiected because

tha best seismic evidence of west dip i~ present here and also, as stated
above, this location offers better poviibilities for Abo Resf and Pennsyivanian
{asnd) sa5d production.

Vpon spprovai of this unit, Merathon Dil Company, as unit operstor,
proposes t drill 8 9600' ‘Oevonian' wildcat test located spproximately as
shown on the wap. The propased ‘‘Devonian’' test sheuld encounter the follow-
ing formations at the approximate depth shown: Permian~Glorieta 1100', Avo
3500°, H?lfunp 4500, Pennsyivanian=Cisco 5150, Strawn 7400°, Bend SLOG!,
Husisu;pian Lime 8800', and 'Devonian'' 9300'. Probavle producing zones
are: Aboeef approximetely 35003900, Band Ramd sonreximsscly SL80-07007,
and ‘deon‘m" approximately $300-9500', |

Respectlully sucnitted,
FRRSTHED 0L Distrsdiy

im Ioade ﬁ‘i?ér A;ftmfg"‘
-

Roasnr bl Hew Maxicg

4 o /' ’
Lyh’\/v._.,‘-‘.\ e /’./‘ Ll Iy .ff;g::f’ .
M. €. Yesarpick

Areg Geclocist

wal s JV

Pevonian  Reilection Seisirgraph Fap
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BEFORE THE
NEW MEXICO OIL. CONSERVATION COMMISSION
Santa Fe, New Mexico

IN THE MATTER OF:

Application of Marathon 0il Company for
a unit agreement, Eddy County, New
Mexico., Applicant, in the above-styled
cause, seeks approval of the Box Canvon
Unit Area comprising 10,560.48 acres of
State, Federal and Fee lands in Town-
ships 21 and 22 South, Range 21 East,
Eddy County, New Mexico.

Case No, 2880
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BEFORE : Elvis A. Utz, Examiner.
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FARMINGTON, N, M.
PHONE 325-1182

BANTA *L, N. M.
PHONE 583.397"1

DEARNLEY-MEIER REFORTING SERVICE, Inc.

ALBUQUERIIUE, N, M.
PHONE 243.66931

BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
August 7, 1963

EXAMINER HEARING

------ﬂﬂ--’—---ﬂu----n-_’

IN THE MATTER OF:

Application of Marathon Oil Company Ior
a unit agreement, Eddy County, New
Mexico. Applicant, in the above-styled
cause, seeks approval of the Box Canyon
Unit Area comprising 10,560.48 acres of
State, Federal and Fee lands in Towne
ships 21 and 22 South, Range 21 East,
Eddy County, New Mexico.

---------------’----"--.

Case 2880

Qs O et N St gt o Sommt “wnt Snp?

BEFORE: Elvis A. Utz, Examiner.

TRANSCRIPT OF HEARING

MR. UTZ: Case 288Q.

MR. DURRETT: Application of Marathon 0il Company for
a unit agreement. Eddy County, New Mexirsc,

MR. MALONE: Charles Malone of Atwood and Malone for
the Applicant. We have two witnesses Lo Le SWOTrm.

(Witnesses sworn,)

{wWiiereupo., Appiicant's Exhi-l
bits Nos. 1 through 5 were

marked for identification.)

DAVID J. SORENSON

called as a witness, having been first duly swornm, testified as

follows:

S
R
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FARMINGTON, N. M,
PHONE 325-1182

SANTA FE, N. M.
PHONE 983.397

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBJOLERQUE, N, M.
PHONI 243.6691

DIREC TION

BY MR, ONE;

Q Would you state your name, please?

A My name iz David J. Sorenson.

Q By whom are you employed, in what office?

A I am employed by Marathon 0il Company as area geologist
at their Roswell Office. |

Q Is the land involved in this application under the
jurisdiction of the Roswell Office?

A It is,

Q Are you familiayr with the wacters described in the ap-
plication in this case?

/X Yes, sir.

Q Mr. Soren

¢t
jo
e
2}
(13
«q
0
3
4]
3
9
[
w
(¥
i3
ot
¥
(17
1)
"3

A Since preparing this application we have been advised
of two changes in ownership of overriding royalites and iwo changes
in addresses of overriding royalty owners., This does not affect
the application as such, but it does alter the list of interested
parties attached to the application. I have those changes listed
in a letter fom.

MR, MALONE: We ask that the Commissicn consider the

@
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unit agreement which was filed with the application and which has
aiready been marked as an exhibit, as Exhibit 1.

Q With respect to Exhibit 2, Mr. Sorenson, is this the
list of changes which you have just described?’

A Yes, sir.

FARMINGTON, N, M
PHONE 323.1182

Q Referring now to your Exhibit 3, what is this, please?

A Exhibit 3 is a land plat on which the unit outline has
been drawn in blue., The acreage within the unit has been colored
to show the ownership of the basic royalty, whether it be state,
federal or fee lands.

Q Is the ownership of the working interest shown on that

exhibit?

PHNONE 983.3971

A Yes, it is.

Q Is the type of lease also shown there both by type of
lease and by number of acres?

A Yes, sir. The unit includes a total of 10,560.48 acres,
of which 9,121 acres is federal iand, wiich amgunts to 86% of the

unity 1,399.48 acres of state land in the unit, which amounts to

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M.

slightly over 13%, and there is a 4O=-acre fee tract that amounts

OHONE 243.669)

to less than nalf of one ner cent,
Q Of the leases themselves, how much is in Marathon owners
ship?

A 81%.

®
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FARL-‘NGTON, N, M,
PHONE 325.1182

BANTA K, N, M.
PHONE 9€£3.3871

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUOUERIUL, N. M,
PHONE 242]).6691

Q ascv *here any uncommitted interests within the boundar-
ies of the proposed unit area?

A There will be two tracts uncommitted. The Northeast
Quarter of Section 19, 20 South, 21 East as a federal lease owned
by Edward C. Donahue and William Elliott Donahue, and this tract
is listed a8 Tract No. 2 on Exhibit B to the unit agreement.

These lease owners have declined to commit Lhis 2oreage to the
unit, In addition the unleased 40-acre fee tract described as
the Southwest, Northwest of Section 28 of 21 South, 21 East is
also uncommitted, the mineral owners have declined to participate.

This fee tract is listed as Tract No. 23 on Bxhivbit B to the

unit agreement. These two tracts total 200 acres which amounte
to only approximately 1.9% of the unit outline, and consequently
we will have in excess of J&% uf the working interest committed
with Marathon Qil Company as operator.

Q Does the proposed unii agreement provide for subsequent
joinder of these uncommitted interests if desired?

A Yes, sir, paragraph 29 of the unit agreement provides
for such joinder.

Q Has this unit agreement been submitted to the Univea ‘

States Geological Survey?

A Yes, it has, and by letter of June 19, 1963 the acting

director granted preliminary approval to the unit agreement and

®
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FARMINGTON, N, M,
PHONE 325.1182

BANTA FE, N. M.
PHOME 983-3971

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUE, N, M,
PHONE 243.6691

designated the Box Canyon Unit as a whole unit area.

Q And this is ycur Exhibit No. 4, is that correct?

y 3 That is correct.

Q Has the proposed agreement been submitted to the Conme
missioner of Public Lands?

A Yes, sir, and by letter of June 27, 1963 Mrs. Rhea
advised that the Commissioner approve the unit agreement as to
form and content subject to a change in wording in paragraph 29
which relates to subsequent joiamder. This reouested amendment waﬂ
incorporated in the unit agreement prior to submitting it to the
0il Conservation Commission.

Q This letter is your Exhibit No. 5, is that correct?

A Tes, =2ir,

Q Would the changes in Exhibit B, which is the owaership
Exhibit B to the unit agreement, result in a change in the owner-
ship exhibit? Wsll, I believe you previously described it as a
change in Exhibit B to the unit agreement, did you not?

A Well, actuzlly the two changes in ownership of over-
riding royalty vwas mentioned in connection with the list of
interested parties attached to the application, and this, of
cousss, will result in Exhibit B to the wnil operating agreement
being amended also t0 incoiporate those changes,

Q Has this unit agreement been executed by the owners of

®
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FARMINGTON, N, M,
PHONE 232%-1182

SANTA PiI. N, M.
PHONE %83.3971

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALSUQUERQUE, N, M.
PIHOME 243.6691

operating rights in the proposed area?

A Not as yet. However, all working interest owners exe
cept the two previously mentioned have agreed to commit to the
unit and we expect to have the unit agreement and the operating
agreement signed within the next week.

Q What about the overriding royalty owners?

A All of the overriding royalty owners have either pre-
viously executed ratifications of the unit agreement or will
sign the unit agreement itself.

Q Do you have anything further to add in connection with
these exhibits or the matters under discussion here?

A No, sir.

Q Was Exhibit Ne. 3, the land map, prepared under your
Supervision?

& Yes, sir.

MR, MALONE: We offer Exhibits 1 through 5 into evidence
MR. UTZ: Without objection Exhibits 1 through 5 will

be entered inte the record,

Ui o am i m

{Whareupon, Appiivant’s Bxni-

Lils 1 through 5 were offered

and admitted in evidence,)
F’R. MALONE: That completes the direct examination of

this witness.,

MR, UTZ: Are there any questions of Mr. Sorenson?

=
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FARMINGYON, N, M,
PHONE 325.1182

BANTA FE, N, M,
PHONE 8B3.3971

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUGUEF QUE, N, M,
PHONE 242.6651

MR, DURRETT: Yes, sir, I have a question.
CROSS EXAMINATION
BY MR TT:

Q I interested to know why the two parties whe would
not commit were not interested in doing so.

A Well, that's a hard question to answer. We offered
sverybody the opportunity of participating either by paying their
share of the cost or farming out. The Donghue irterest addressed
a létter to us advising that they'did not feel it was in their
interest to de so in view of their leasehold in the area. I have
a copy of that letter with me if you would be interested in it,
and we also have a letter from the mineral owners under that
unleased fee tract to the effect that they do not desire to
participate, their main reason being that theytre so far from the
drill site that they wouldn't be involved anyhow at the present
“ime, and of couiss, the wnit agreement does provide for subsequent
joinder if they change their mind.

Q So they could join later if they so desire?

A Right.

MR, DURRETT: Thauk you.
MR, UTZ: %Where is the drill site?
A The initial test will be drilled in the Northwest of

Section 12, 22 South, 21 East to a depth of 9600 feet to test the

” o
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ALBUQUERQUE, N. M,
PHONE 243.6G91

Devonian.

MR. MALONE: That drill site is shown on one of our
next exhibits.
MR. UTZ: Are there any other questions of the witness?
The witness may be excused.
(Witness excusad.)

(Whereupon, Applicant?s Ex-
hibits 6 and 7 were marked

for identification.)

BILi, McMICHAEL
called as a witness, having been first duly sworn, testified as
follows:
DIRECT TION
BY MR, MALONE:
Q Would you state your name, please?
M~aM: ocha 3

) | =
oy > - —

A My nams is
Q By whom are you employed and in which office?

Tiee o cam i bo NS Company, ITtm aras gm'lneist for the

s -~
4 LY MR LAVIIVAL Ve vivepiae I

Roswell Office.

Q Are you familiar with this application and the geologic
aspects of the proposed unit?

A Yes, I am.

Q Yave you previously testifisd before this Commission

as an expert in matters of geology?

Py

®




of your office?

A Yes, iv is.

N, M.
5.1182

which cones under our

MR, MALONE

FARMIGTON
PHON " 32
'

E, Inc.

satisfactory?

M.

PHONE 983.397!

REPORTING SERVIC

SANTA FE, N.

wR, MALONES

- —

)
L

N, M.
45691

DEARNLEY-MEIEE

6 and T rhey will b

ALBUQUERCUVE,
SPHONE 243

Q (By Mr. Malone}

ghown ©Y gxhibit Yo,

A This i8 & seismic map,

Q 1s the area in the proposed

MR, UTZ: Yes, 81T

Q referring now to your Exhibit No. 6, Mre MdMicbael,

would you state what this is,

reflection in the area of th

A Yes, 81T 1 havee

R L] located

jurisdiction.

unit under the 3urisdiction

in Eddy county, New Mexico

Are the qpalifications of this witness

please?

A This is 8 reflection geismo

May the rec

they aroe

graph B&p on the pevonian

e BoXx Canyon Unit.

ord show at this time that the

hat the comnission advise

e kept confidunvas="

MEe. DURRETT S Ninety dayse

o1

T

__’//

would you describe, pleas®,

ISy

what i

twon to 2,00V Tests

scale one indd
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FARMINGTON, N, ™,
PHONE 325.1182

SANTA FE, N. M.
PHONE 983.3971

-MEIER REPORTING SERVICE, Inc.

-
1

P

DEARNLI

ALBUQUERQUE, N, M,
PHONE 243 .6671

with contouring interval of 100 feet, a reflection from approxi=-
mately Devonian horizon. It is a result of a survey run by
Independent Exploration Company on behalf of Ohio 0il Company,
now Marathon 0il Company, in 1960,

The unit outlines is marked in blue and the proposed well site
is marked with a red circle in the Northwest, Northwest of
Section 12, 22, Z2l.

Q What contour intervals does the proposed unit belong in?

A We attempted to follow the minus 4800-foot contour as :
closely as possible in outlining the unit.

Q What color is shown within the unit area?

A Therets approximately 800 feet of closurs. However,
there might be a small part of that that's not considered pro-
ductive, 700 would be a closer figure.

Q Would you refer now to your next Exhibit No. 7 please,
nrocead to give whatever testimony you wish with respect to
the geology of the area?

A This exhibit is a geologic report that was submitted
with the application. I will quote or give my testimony from part
of it. But I feel that all of it may not be pertineani. iv Thas

part of the hearing. The Box Canyon prospect is based mainly

upon a selismic anomaly which trends in a Northwest to Southeast

direction. It has approximately 850 feet of closure.

®
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\ 1 would like to interrupt the reading of the report here to

\ say that that ijnciudes some area that is closure but not pio=~

|

ductive closure. On the Devonian reflection the anomaly is

a2

located jmmediately east of and 1is parallel to theﬂuapacheiull.

Subsurface mapping 1is l1imited because of lack of control. The

ARMINGTON, N. M.
PHONE 325-1)

nc.

location is based to some extent upon subsurface geologY«

The ot jective formation is the Devonian, and in addition the
Lower Pennsylvaulrd Bemsands which are well developed in the
Continental No. ], East Texas Hills well jocated in the Southeast

Quarter of the Southeast Quarter of Section 1, Township 22 South,

Range 21 East. Thegse sands are considered substantial pay zoue

for this locatione.

BANTA FE, N. M,
PHONE 983-33971

Recent exploration in the Indian Basin area enhances the
possibility for a Benn sand rescrvolir. The location also has \

production possibilities from the Abo Reef, which is 2 reservoir l

Y-MEIER REPORTING SERVICE. 1

1
1

in the Bmpire Field to the Northeaste.

skipping to the pertinent part, as far as iue tost is

concerned, upon approval of the unit Marathon 0il Company, as

DEARNLE

ALBUQUERQUE, N, ML

unit operator, proposes 1o drill a 9600-foot Devonian wildcat

PHONII 243 G691

test ivcatcd approximately as siowin °% the map. 1The proposed

J—

pDevonian test should encounter the following formations to the
approximate depth shown, Glorieta, 1109 feet; ADO, 3500 feet:

Wolfcamp, L500 feet; cisco of pPeansylvanian age, 51503 Strawn,

e
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FARMINGTON, N, M,
PHONE 32%-1182

SANTA FE, N. M.
PHONE 883.3971

R REPORTING SERVICE, Inc.
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¢

DEARNLEY-MEIF

ALRUQUERQUE, N, M,
PHONE 243.£691

7400 feet; the Benn 8400 feet; Mississippian lime at 8800, and
the Devonian at 9300. The probable producing zones are the

Abo Reef, the interval 3500 to 3900, the Bemsand, 8400 to 7800,
and the Devonian approximately 9300 to 9500,

Q Mr. McMichael, what is the reason for locating the
proposed test well as it is shown on the exhibit?

A That is a part of the report that I omitted, but to
explain why this is not in the highest closure this side has been
selected because the best seismic evidence of west dip is present
here and this location offers the best possibilities for Abo
Reef and the Pennsylvanian Bemmsand production.

I wouid like to explain further here that we use the tem
Bem sand and it breoadly covers the ftoka and Morrow sands in
that interval as used here,

Q You have stated that the objective formation in your
test well is the Devonian. Does the proposed unit area include
all lands which you would reasonably expect to be productive from

the Devonian?

A Vae Y

A+ Aa~e
e mwp weea gy AU

Q In your opinion, Mr. McMichael, weould the granting of
this application tend to promote conservation and prevent waste?

4 Yes, sir, this unit outline covers the probable pro-

ductive area and under unit operation would be operatbed most

=

R

ko
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FARMINGTON, N, M,
PHONE 32%.1182

PHONE 983-3971

SANTA FK,

DEAENLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, ™,
PHONE 243.669%1

efficiently and economically.

Q With respect to correlative rights do you have an
opinion?

A I believe that all correlative rights would be protect-
ed on ratification by the royalty owners or those who do not
participate have the opportunity to join subsequently.

Q Is there anything further that you wish to add to your
testimony?

A Only that in making the unit outline the United States
Geological Survey felt that we should keep this unit outline in as
large increments as possible. In their opinion they seemed to
feel that gas production was most probable from this area.

Q Where Exhibits 6 and 7 prepared under the supervision
and control of the Geologic Department of Marathon,of which you
are District Geologist?

A Yes, sir.

'MR. MALONEs That

DR e ey et

L]
¥

2
(o]
B

+ Exhibits 6 and 7 will be made a part of this

record,

Whersupon, Applicant?s Exuniblis
6 and 7 were admitted in
evidence,)

’
\

MR, UTZ2: Are there questions of the witness?

®
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MR. DWTT: No.

CROSS_EXAMINATION

BY MR, UTZ:
Q That 's a pretty straight fault there, isntt 1t?

A Yes, sir, it is. It is reflected on the surface of the
Huapachemontocline.

Q is it as straight as itts shown here?

A I would say that the fault zone is pretty close to that
straight. This isntt covered well by the seismic information,
this is a projection from the other areas, and based on the well
you see in the Southeast, Souvndast zf Seet{on 5. youtll notice
the Ellenburger plus 554, gection 5 and 22 South, 21 East, and
chen the well East Texas Continent~’ Hill in Section 1, the
Fllenburger is a minus 5,726, That will jndicate approximately
5,000 feet of throw.

MR, UTZ: Are there other questions of the witness?
The witness inay. be excused.
(Witness excused.)
MR. UTZ: Are there other statements to be made in this
The cage will be taken under advisement and tne heering Ao

ad journed,

®
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FARMINGTON, N. M.
PHONE 2325.1182

N. M,

PHONF 963.3971t

BANTA FE,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,
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STATE OF NEW MEXICO )
} SS
COUNTY OF BERNALILLO )

I, ADA DEARNLEY, Court Reporter, do hereby certify that the
foregoing and attached transcript of proceedings before the New
Mexico 0il Conservation Commission at Santa Fe, New Mexico, is a
true and correct record to the best of my knowledge, skill and
ability.

IN WITNESS WHEREOF I have affixed my hand and notarial seal

(f—/ 7 5 / d

P .
Notary Public-C

this 22nd day of August, 1963.

My commission expires:

June 19, 1967,

1 do herasby ¢srtify that the foregolng is
a ccapleté record of the proceedinga 1n ‘
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BEFORE THE
0L CONSERVATION COMMISSION
Santa Fe, New Mexico
August 7, 1963

EXAMINER HEARING

IN THE MATTER OF:

Application of Marathon Oil Company for
a unit agreement, Eddy County, New
Mexico. Applicant, in the above-styled
cause, seeks approval of the Box Canyon
Unit Area comprising 10,560.48 acres of
State, Federal and Fee lands in Town-
shipa 21 and 22 South, Range 21 East,
Eddy County, New Mexico.

Case 2880

T Vs V! Wl g Nt Sag st U Wt gt

BEFORE: Elvis A. Utz, Examiner.

TRANSCRIFT OF HEARING

MR. UTZ: Case ZobuU.
MR. DURRETT: Application of Marathon (Oil Company ror
a unit agreement, Eddy County, New Mexico.
MR, MALONE: Charles Malone of Atwood and Malone for
the Applicant. We have two witnesses to be sworn.
{(Witnesses sworn.)
{(Whereupon, Applicantfs Gxhie

bits Nose. 1 through 5 vera
parked for tdenciiiosilon,)

DAVID J. SORIGHSOH
called o a witneso, having heon Tivst duly swopn, Cond i Paodoas

followss
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DIRECT INATION
BY MR. MALONE:

Q Would you state your name, please?

P

My name is David J. Sorenson.
Q By whom are you employed, in what office?
A

1 am employed by Marathon 0il Company as area geologist

Q Is tne land involved in this applicatioan under the
Jurisdiction of the Roswell Office?

A It is.

Q Are you familiar with the matters described in the ap-
plication in this case?

A Yes, sir.

Q Mr. Sorenson, are there any changes in the application

a3 submitted to the Commission, any changes in the application

A Since preparing this application we have been advised

of two changes in ownership of overriding royaliies and two changes

L]

in addresses of overriding royaloy cwners. This does aol ablacs

<

it appilicabion ag such, hut it does glter the list of intewvsstad
pariies attached to tho apvlicailon, I have those chaages listed
in 2 letter formm.

MR. ¢ALONL: Ve ask chal che Commission consider Lho

®
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unit agreement which was filed with the application and which has
already been marked as an exhibit, as Exhibit 1.

Q With respect to Exhibit 2, Mr. Sorenson, is this the
liat of changes which you have just described?

A Yes, s8ir.

Q Referring now to your Exhibit 3, what is this, please?

A Exhibit 3 is a land plat on which the unit outline has
been drawn in blue. The acreage within the unit has been colored
to show the ownership of the basic rcyalty, whether it be stats,
federal or fee lands.

Q Is the ownership of the working interest shown on that
exhibit?

A Tes, 1L is.

Q Is the type of lease also shown there both by tyne of
lease and by number of acres?

A Yes, sir. The unit includes a total of 10,560.48 acres,
of which 9,121 acres is federal land, which amounts to 86% of the
unity 1,399.48 acres of state land in the unit, which amounts to
slightly over 13%, and there 1s a LD-acre Tea tract thal amounis
vo looss than half of one per cent.

0 Of vhe leases theuselves, how much is in Harathon owngye

®
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the boundar-

Q Are there any uncommitted interests within

jes of the proposed gnit areat

A There will be two tracts uncommitted. The Northeast

N ;2 Quarter of Section 19, 20 south, 2] East as & federal lease cwned
17 | by Edward O sopahue and #illiam ELLOEY ponahue, and this t¥8ct
. ‘Eg
St lis 1isted as Tract NO. 2 on Exhibit B to the enit agreemente.

ES 1ined tO commit this acreage to the

Yo

. anit. In addivion the

=

W the southwest, Rorthwest of Section 28 of 21 gouth, <1 Dast 1=

. %g also uncommitted, the mineral owners have declined lC participate.

[

EE gé This fee tTACT js listed as Tract No. 23 on pxhibit B O the

S 58

%5 <u unit agreement. These tWO tracts total 200 acres which amounts
Z0o
«X

Sh to only approximately 1.9% of the unit outline, and conseqpently

&=

= we will have in excess Of g8% of the working interest committed ‘

&

= with Marathon 0il Company as operatore

=

Eﬂ Q Does the proposed unit agreement prcvide for sucsequent

>

EE joinder of these uncommitted jnterests 1f desired?

< ;.-

Eg : A Yes, 5iT, parasraph 29 of the univ agrooment provides

for such joinder.

P 1

) fas Lhis SRR T n-ic onn supplbies Lo L ynited

ALBUQUERQUE, N
PHONE 243.669

et

A e by G PR oA e n) np T
Shaion GJOLV&$VQL aurvey’?

& Yes, LU D& and by letier of June 195 1963 wne AnuAnG \

e A e G i
RS NG

dgireetoy granted pralimiﬂary appr&val Lo phe wg ool




ﬁj N EEEE——
pace 6
designated the Box Canyon Unit as a whole unit area.
Q And this is your LExhibit No. 4, is that correct?
A That is correct.
- 1y :
Z% Q Has the proposed agreement been submitted toc the Com-
- 2v | missioner of Public Lands?
« ¥0
S id : . )
— A Yes, sir, and by letter of June 27, 1963 Mrs. Rhea
e S L .
23 advised that the Commissioner approve the unit agreament as to
Iy
EE form and content subject to a change in wording in paragraph 29
€2
W which relates to subsequent joinder. This reqQuested amendment was
w - »
P incorporated in the unit agreement prior tc submitting it to the
=
Az ¥3 | 01l Conservation Commission,
O it
VYo
Ry s Q  This letter is your Exhibit No. 5, is thai corTect?
E if
Q.
A Yes, sir.
Eﬂ Q Would the changes in ixhibit B, which is the owmership
=
:5 Exkibit B to the unit agreement, rsesult in a change in the nwner-
>
:3 ship exhibit? Well, I belisve von nraviously described it as a
[ change in fxhibit B to the unit agroement, did you nct?
;g %3 A Well, actually the bwo changes in ownership of over-
Q ze A 7] p i ugLLy g Owe enang R e TENY G QY
53
£ riding royalty was mentioned in connection with the list of
o<
<® interested partiss attached Lo the application, ana Lils,; ok
couprse, will result fu Sxbibit B fo Lhe nnih oporaiing agreamant
being anended also Lo incorporata those changes,
) Has thic unit gagreement bean executed by the owners of

®




DEARNLEY-MEIER REPORTING SERVICE, Inc.

FARMINGTON, N. W,

N. M,

SANTA PE,

ALBUQUERQUE, N. M.

PHONI

243.6691

PAGE 7

PHONE 325.1182
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operating rights in the proposed area?

A Not as yet. However, all working interest owhers exe
cept the two previously mentioned have agreed tc commit to the
unit and we expect to have the unit agreement and the operating
agreement signed within the next week.

qQ What about the overriding royalty owners?

A All of the overriding royalty owners have cither pre-
viously executed ratifications of the unit agreement or will
sign the unit agresment itself.

Q Do you have anything further to add in connection with
these exhibits or the matters under discussion here?

A Ko, sir.

Q Was Exhibit No. 3, the land map, prepared under your
supexvision?
A Tes, 3it.
MR. MALONE: We offer hxhibivs 1 through 5 intc evidence1

e Y 4 1a ey e 4
[UTS S \-..u.v'«o“ 5 ".’.'lll

tiH, UlZ ! withoul objecliovn SxRLLY
te sulered into tho record.
poi, Applicantts Uxhie
thyoush 5 were orilecrod

and adnitcted in cvidence,)

Bit, PALGHES D Ywen completes the direct examiasvion ol

IR, Uln: Arve there aay quedtions ol Py, sSorensont

®
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MR. DURRETT: Yes, sir, I have a qQuestion.
CROSS LXAMINATION
BY MR, DURRETT:

Q I'm interested to know why the two parties who would
not commit were not interested in doing So.

A Well, that's a hard question to amswer. We offered
everybody the opportunity of participating either by paying cheir
share of the cost or farming out. The Donahue interest addressed

a letter to us advising that they did rot feel it was in their

L

-~ e
L= L9

iuniverest o 45 in view of thair leasehold in the area. 1 have
a copy of that letter with me if you would be interested in it,
and we also have a letter from the mineral owners under that
unleased fee tract to the effect that they do not desire to
participate, their main reason being that they're sSo iar {rom the
drill site that they wouldn't be involved aunyhow at the prescont

time, and of course, the unit agrecment does provide for subsequent

joinder i1f they change Uiziy mina.

o " 52 40 b A€ by Tt rend
5} So they couldd jein later il Lhcy 80 wusizol
e,
LTI g
:
e NYIDDL T - hyeennls o aeat
Miive AN AL & ey P S
. A , . o
Pille WA e the deill sitae?
A Tiew Lunoral Leol wall Do dpadblaa o Lo Loruingsise O
v 1) 34 vt b L S T S . PREIRE o SRV RSN I PR e
Soclion 12, 22 South, T GuSU LU waplar of Q60U Fent To Ledgu e
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FARMINGTON, N. M,
PHONE 325.1182

SANTA FE,
PHONE 983.3871

DEARNLEY-MEIER REPORTING SERVICE, Inc.

243.6691

ALBUQUERQUE, N, M,

PHONE

Devoniane.

MR, MALONE: That drill site is shown on one of our

next exhibits.

MR. UTZ: Are theore any other questions of the witness?
The witness may Le excused.
{Witness excused.)
(Whereupon, Applicant?s IEx-
hibits 6 and 7 were marked

for identification.)

BILL McMICHAEL

called as a witness, having been first duly sworn, testified as
follows:
DIRECT L TION

BY MR, ONE 3

qQ Would you state your hame, please?

A My name is Bill HMcMichael.

Q By whom are you employed and in which office?

A By Marathon 0il Company. I'm area gaclogist for the
Roswell Qfficeo.

Q Arc vou familiar withi this application and bha geeologic
aspects ol tho proposed walt?

A Wen, L oam,
yaion

A . et o a e e
cvn you nroviously tostified beforo this Gommigs

2a an aynert in mattoera of geolosy?
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I have,

A Yes, sir,

Q Is the area in the proposed unit under the jurisdiction

of your office?

A Yes, it is. Itt*s located in Eddy County, New Mexico

which comes under our jurisdiction.

MR. MALONE: Are the qualiifications of this witness

UTé: Yes, sir, they are.

Q Referring now to your &xhibit No. 6, Mr. McMichael,

would you state what this is; please?
A This is a reflection seismcgraph map on the Devonian

reflection in the area of the Box Canyon Unit.

MR. MALOME: May the record show at this time that the

Applicant would respectfully request that the Commission advise
the reporter not to furnish copies of the Xxhibits 6 and 7 to
persons other than Commission in order that they might tu keot
confidantial,.

MR, Ules  The revortver will nov have acoces™ 0 Lxnind

6 oand 7. Uhey will Lo kept conlideubial,  For how Lons?

.- v wme
PR, DURRETY: Mooty daye,

) 4.7 K crpam DY : - N - i T
(By Bre Ualonay  Yonld von deserilin, oloana, gnni 1o

Vs
(034

S P A L §
SEBIDLIY NO

pap, scale owr dnch o 2 GO0 ool

R e 3 e
seigric e,

=
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with contouring interval of 100 feet, a reflection from approxi-
mately Devonian horizon. It is a result cf a survey run by
Independent Exploration Company on behalf of Ohio 0il Company,
now Marathon 0il Company, in 1960,

The unit outline is marked in blue and the proposed well site
is marked with a red circle in the Nortiwest, Horthwest of
Seection 12, 22, 21.

Q What contour intervals does the proposed unit belong in?

A We attempted to follow the minus 4800-fcot contour as
closely as possible in outlining the ur '~
Q What color is shown within the unit area?

A Therets approximately 800 feet of closure. However
Y 2

there might be a small part of that thatts not considered pro-

ductive, 700 would be a closer Iigure.

Q WAl A o wafar nanr o yonr ravt Bxhihit Mo, 7 nleoaan.
3 e ALK ANESEC R SRR oown. F T \ ;

08 et

A}

and proceed to glve whatever testinony you wisik with respact o

the genloxy of Lha aran?

A Thig exhibit ts a zeologice report thal was submiitled
with the applieaticn. I will quoic o give g Lesbimony Drove panh
(SRS - & IBAB RN [, j;:"-,,"i.‘l ! i 11 ? 3 L { E,?"
part of the hearing, “hoe Sox Capyen prospact Lo based mainly

unnn 8 saismie ancmaly which trends in a Horthwest to Southeast

IZE A 4
SR

3 . . L TR S v en e Y s e . £y ot R NN
directicn,. FRV S TR PO TSR S AU R RO ARt R aly f LU Vet ol laurc.
A o

®
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- PAGE 1%
I would like to interrupt the reading of the report here to
say that that includes some area that is closure but not pro-
ductive closure. On the Devonian reflection the anomaly is
- 73 .
ic located immediately east of and is purallel to the HuapacheFall.
. Eg Subsurface mapping is limited because of lack of control. The
g i
a » s
= - location is based to some extent upen subsurface geology.
Eg The objective formation is the Devonian, and in addition the
Iy
EE Lower Pennsylvanian Bem sands which are well developed in the
5% Continental No. 1 Zast Texas Hills well located in the Southeast
. %g Quarter of the Southeast Quarter of Section 1, Township 22 South,
-
S; ia Range 21 Bast. These sands are considered substantial pay zone
;O
S i . .
Al <w for this location.
SIS
c Gk |
Receni exploration in the Indian Basin area enhances the
= nossibility for a Bernsand reservoir. The location also has
m -
:E production possibilities trom the Abo Reel, which ig a reservoir
)
P~ )
hg in the IZmpire Field to the Northeast.
=
oc skipping to the pariinent part, as rar as Lha tost is
NEF , , . 1o
ég ;3 concerned, wuron approval. of tho noii Marathen O34 Company, o
L]

:

z UALL opuldior, pLopedus Lo 2l 9600-Tnot Devenian wildeat

3z .

-~ N

I e T . N . R 1 ) 4 € - -

e ] Lost located gpproxmingoeiy GO mnodn an the wap. The propesad
Dovonian tont shouid scoranioe the Dollowivg Dowmmations Lo the
approribate depble gioun, Siorioln, 1100 Fooli Abo, 3000 oot
volfoonp, 00 Teoi; Glaso o ©ooneneylyandion ape, 51503 Sirawm,
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7400 feet; the Benn 8400 feet; Mississippian lime at 8800, and
the Devonian at 9300. The probable producing zones are the

Abo Reef, the interval 3500 to 3900, the Bemsand, 8400 to 7800,
and the Devonian approximately 93C0 to 95C0.

] Mr. McMichacl, what is the reason for locsting the
proposed test well as iv 1s ghown oun the exhibit?

A That is a parc ol ine repert that I omitted, but to
explain why this is not in the highest closure this side has been
selected Lecause the best seismic evidence of west dip 1s present
here and this location offers the best poussibilities for Abo
Reef and the Pennsylivanian Bemnsand production.

I would like to explain further here that we use the temm
Bemsand and it broadliy covers the fivha and Morrmw sands in
that intcrval as used here,

Q You have statasd trat the objective formation in your
test wall iu wnc Dovonian. Dees the proposed unit area include

all loado which.ovon wovld reasonanty zxpoech woe w2 productive from

a oovoiian’t
! yoc, sir, o does,.
e . D -~ i remn oty s b St o e
! L 7O 0010, Jire pitiun i i CRVL LG R TN & ;
N Ve ‘o
i S SEVE NN A DRt ! Ly i Wl oy 11 i v
~ i
’ - . P . M
o LT P, x L Inn covers Ll SRR IREY £
".'1"\:"(.‘, Live area &nu'l UNOleT iy '»/p:,'l‘?"?, Lt WOMLG Do 7)"\;‘5.5:‘1‘1.;.‘1; O S THERC
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efficiently and economicalily.
Q with respect ©o correlative rights dc you have an

opinion?

A I believe that all correlative rights would be protecte
ed on ratification by the soyaily ¢wners or those who do not
participate have thie oppertunity to join subsequently.

Q Is there anything further that you wish to add to your
teatimony?

A Only that in making the unit outline the United Statas
Ceclogical Survey felt that we should keep this unii outline in as
large increments as possible. In their opinion they seemed to
feel that gas produciion was most prebable from this area.

Q vhere Bxhibits 6 and 7 prepared under the supsrvisica

and control of the Geologic Department of Marathon,cf which you
ri

A LEI 3
A 1e8, S17,
Py, T P b ey P TR ey D T = - R N I
i ).g L'.-I'XL(}LMLI: AL ET REERUEIRRES R0 10 AERID SRS I A QX \;,,-J,;.\n‘.L(,.-_\,n,.«,l_)r:’ 1% S
Sy X
ENAIMANESTY,
oy STV N T T T I X - NS S R
Uil U FARSS WIS SRS HI S SR S0 N B S PR 105 SO L JE7R RLVE G P O S
)
! AP IR A
[ Y T T T A
(’f‘»'wl n-,‘u‘;)t,,-'u, ‘31“"{))‘ Lot {a' PREE T 5 8 A P
. L, N
£oand 7 were admitioed in
,'4‘», \ v,
evidanca,)
- . .
3{0 ! ® Lt B [ L R it ' N v}
@




MR. DURRETT: No.

CROSS EXAMINATION

BY MR, UTZ :

Q That's g Pretily straight fault there, isntt it?

A Tss, sir, it is. 1t is reflected on the surface of the

FARMINGTON, N, M
PHONE 325.11p82

Huapache montosiin.,

Q Is it as Straight as ittsg shown here?

ICE, Inc.

N A I would say that the fault zone is Pretty close to that
- ; Straight. This isn't covered well by the seismic infomation,
LZD this is a Projection from the other areas, ang based on the well
E ,-g you see in the Southeast, Southeast of Section 5, youtll notice
‘ E: g: § the Ellenburger plus 554, Section 5 and 22 South, 21 East, and
RS »‘E then the well East Texas Continental Hill in Section 1, the
g Ellenburger is 5 minus 5,726, That will indicate approximately
§ 5,000 feet of throw,
;;: MR. UTZ: Are there other Questions of the witness?
g The witness may be excused,
E :§ (Witness excused, }
a gg MR, UTZ: Are there other Statements t¢ bae made in this
§§ “ase?  The case 11 be tuion wnder advisavent and che hearing ig
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STATE OF New MELICG )
) S8
COUNTY OF BERNALILLO )

1, ADA DEARNLEY, Court Reporter, do hereby certify that the
foregoing and attachod transcslpt of proceedings before the New
Mexice Oil Conservavieon Commission at Santa Fe, New Mexico, is a
true and correct record to the best of ny uncwledge, skill and
ability.

1 WITNESS WHEREOF I have affixed my hand and notarigl seal

this 22nd day of August, 1963,

'
g, % _,
(dn. Xeasep Loy
Notary Public-Court Repofter
/

My commisgion expires:

June 19, 1967.

i Ap rareby esriify that the foregoing is
a s~ ote record of the proceedings in

t*e Lw:tiner hedring of Caze Yo . 27 3,_,5.).,,
Boatu Ly Be Qe A AdAT 17_/.'\ 19 ,6.;3...

New Mefiao (MY Goneervatilo

.. Examinsr
Commd ssion,

=




QOVIRNOR
JACK M. CAMPBELL
DHAIRMAN

State of Heio Mo
@ﬂﬂ ﬁ lo a P -

LAND DOMMIBIIONER STATE BEIR.OBIST
MEMEEN OIDRRTARY - DIRECTOR
m O 00X B71

SANTA FE

August 9, 1963

Res Case No. 2880

3iz. Charles Malone Order No. R-2348
Atwood & Maloae Applicant:

Attorneys at Law

Box 700 Marathon 0il Ccmpany

| LY vral Was Mawvih

SN P VT e i L T

Dear 8izx:

Enclosed herewith are two copies of the above-referenced
Commlssion oxdar recently entarsd in the subiect casa.

A. L. PORTER, Jr.
Becretary-Director

in/

L4

carbon copy of order also sant to:

BEobbs OCC X
Artasia X

Astec 0OCC

OTHER
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MARATHON OlL COMPANY

FORMERLY THE OHIO DIL COMPANY - . e -
i

July 25, 1963

Re: Unit Agreement tor Box Canyon Unit Area,
Including 10,560.48 Acres, More or Less,
in Township 21 South and Township 22 South,
Range 21 East, N.M.P.M., Eddy County, N. M.

New Mexico 0il Conservation Commission
P. O. Box 871
Santa Fe, New Mexico

Attention: Mr. A, L., Porter, Jr.
Gentlemen:

Marathon 0il Company hereby applies for approval of the Unit
Agreement for the Development and Cpevation ¢f the Box Canyen Unit Arca,

witich includes 1C,560.48 acres of land, more or less, in Eddy County,
New Mexico, and more fully described as follows:

T-21-5, R-21-E, N.M.P.M. T-22-S, R-21-E, N.M,P.M.
Sec. 19: E/2 Sec. 1: Alil
Cy Sec 20. All Sec., 7: All
) Sec. 21: A1l Sec. 3: All
Sec. 27: Alil Sec. 4: All
Sect 28: All Sec. 10: All
Sec. 29: All Sec. 11: All
Sec. 30: E/2 Sec. 12: All

Sec. 32: All
Sec. 33: All
Sec. 34: All
Sec. 35: W/2

Designation of the Box Canyon Unil Arca as avove descviboed has
been approved by the United States Geological Survey. The Unit Area
includes 1,399.48 acres, more or less, of State land, 40 acres of fee
land, and the remainder of the land included witnin the Unit Area is
federal land, Tne State land so included ic described as follows:

T-21-S, R-21-E, N.M.P_M. T-22-S, R-21-E, N,M. P.M.
Sec. 20: E/2? SW/4 Sec. 2: All
Sec. 32: All Sec. 3: SE/4 SE/4

The fee land so included is described as follows:

1-21

R-21-E, N M P.M.
c. 28: SW/4 NW/4

-5,
Se




New Mexico 01l Conservation Commission -2- July 25, 1963

It is expected that by the date which will be set for a hear-
ing on this Application, the Unit Agreement will have been executed or
agreed to by all or substantially all of the owners of -rorking interests
and overriding royalty interests in the land included within the Unit
Area. Preliminary approval of the Unit Agreement has been obtained from
the United States Geological Survey.

A copy of the Unit Agreement has heretofore been submitted to
the Commissioner of Public Lands of the State of New Mexico. A copy of
this Unit Agreement with revised page 24 te reflect a change requested
by the Commisgioner in Section 29 is enclosed with this Application, and
a copy of this Application and revised agreement is being sent to the
Commissioner on this date. A list of all interested parties known to
Applicant is attached hereto.

Marathon Gil Company respectfully requests that this Applica-
tion be set for hearing before a duly appointed examiner of the Commis-
sion at the earliest possible date, that notice be given as required by
law and the rggulations, and that the Box Canyon Unit Area and the Unit
Agreement be approved as proposed.

Respectfully submitted,

MARATHON OIL COMPANY

H. BEVAN, JR. //
O. Box 3128 >

Houston, Texas, 77001
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LIST OF INTERESTED PARTIES

BOX CANYON UNIT AREA - EDDY COUNTY, NEW MEXICO

Commissioner of Public Lands
State of New Mexico

P, 0, Box 791

Santa Fe, New Mexico

Mr. John Anderson
Regional 0il and Gas Supervisor

United States Geological Surve
Roswell, New Mexico

ht

Bruce Anderson et ux, Jacqueline Anderson
930 Petroleum Club Building
Denver 2, Colorado

Lugenia Bate, a widow
P, O, Box 16}
Santa Fe, New Mexico

Vola V. Horst Bunnel
P, O, Box 2059
Santa Fe, New Mexico

Arnold Bunte et ux, Enid Bunte
£11 West Church
Roswell, New Mexico

Max H. Christensen et ux, Marcella B.
Christensen

1116 Petroleum Life Building

Midland, Texas

Thomas Connell et ux, Emilv K. Connell
1417 State Street
New Orleans 1B, Louisiana

Dalport 0il Corporation
930 Fidelity Union Life Building
Dallas, Texas

Clarence E. Hinkle et ux, Lillian T. Hinkle

407 North Washington Avenue
Roswell, New Mexico

James T. Jemnings et ux, frauces §. Jermings

1208 Avenida Del Suwmbre
Roswell, New Mexico

S. W, Lodewick et ux, Laura B. Lodewick
305 North Missouri Avenue
Roswell, New Mexico

Bonnie H. Matlock Morrison
3 Park Road
Roswell, New Mexico

1rwin Rubcnstein

707 Park Land Building
2025 I. Street NW
Washington, D, C.

Caldwell J. Saunders et ux, Faye N.
Saunders

2515 Cambria

Dallas, Texas

Joe Schutz et ux, Rosina Schutz
116 Valley Drive
Santa Fe, New Mexico

Michael S. Shearn
212 Schuster
El Paso, Texas

C. E. Stout
614 Colorado Building
Denver, Colorado

George S. Turner et ux, Edna K. Turner
2003 West Indiana
Midland, Texas

Heoover H. Wright et ux, Betty Ruth
Wright

P, 0, Doz 2124

Santa Fe, New Mexico

B, B, Armstrong, Murphy S. Armstrong,
and Gayle Armstrong Stokes

1511 Highland Road

Roswell, New Mexico

Edvard G, Dunahul

P. 0, Drawer 1372

El1 Paso, Texas

(Cont'd)



LIST OF INTERESTED PARTIES

BOX CANYON UNIT AREA - EDDY COUNTY, NEW MEXICO

(Cont'd)

Beard Oil Company

§th Ploor, Clasger Ruilding

2915 Classen Boulevard

Oklahoma City 6. Oklahoma
Attention: Mr. William Beard

Sun 0il Company
P, 0, Box 2880
Dallas 21, Texas
Attention: Mr. A, J. Viets

Union 011 Company of California
619 West Texas Avenue
Midland, Texas

Attention: Mr. John Hansen

L
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MARATHON OIL COMPANY OJ'X
FORMERLY THE DHIO OIL COMFANY © 0 "7 PR I
LEGAL DERPARTMENT SOUTHERN NATIONAL BANK BUILDING
1. 0. TERRELL COUCH H:L‘J:‘;;:’: 3;'::5

QIVISION ATTORNEY
July 26, 1963

JOHN H. BEVAN, JR.

WAaRREN B. LEACH, JR. .
Re: Unit Agreement for Box Canyon Unit Area,

Including 10,560.48 Acres, More or Less,
in Township 21 South and Township 22 South,
Range 21 EBast, N.M.P.M., Eddy County, N, M.

JACK FARISS
RICHARDO G. RORSCHATCH

ATTORNEYS

New Mexico 0il Conservation Commission
P, O, Box 871
3anta Fe, New Mexico

Attention: Mr. Jim Durrett
Gentlemen:

Enclosed in triplicate is Marathon Cil Company's Application
for approval of the subject Unit Agreemcnt. Attached to the aApplication
is a list of the interested parties, which includes the working interest
owners who have indicated they will participate in these proposed unit
operations.

Thcze working interest owners are, in addition to Marathon,
Sun 0:1 Company, Union 0Ll Company of Califormia, Beard 0Oil Company, and
Bruce Anderson. Edward C. Donahue, Lessee of a Federal lease covering
160 acres, and B, B, Armstrong, Murphy S. Armstrong, and Gayle Armstrong
Stokes are the owners of the minerals under a 40-acre unleased tract,
and these parties have indicated they do not desire to commit their
acreage. The other individual parties listed are owners of overriding
royalty interests.

Copies of this Application are being forwarded to the United
States Geological Survey at Roswell and to the working interest owners,
and it is proposed that eachh of the coverriding rovalty interest owners
will be given a copy either by mail or by hand, along with a copy or ihe
Unit Agreement, in the iwwediatc future. Further, a copy of the Applica-
tion and Unit Agreement are being forwarded this date to the Land Commis-
sioner.

We hope that you are able to have this hearing set for August 7,
19067, and we sincerely appreciate your assistance.

Yours very truly,

/»/M«w _

JHB:1LL ohn H, Bevan, Jr.
Enc. DCACKET MAUED
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No, 22-63

DOCKET: EXAMINER HEARING - WEDNESDAY - AUGUST 7, 1963

9

A.M, - OIL CONSERVATION COMMISSION CONFERENCE RODOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXI1CO

The following cases will be heard before Elvis 4. Utz, Examiner, or Daniel S, Nutter,

48 alternate examiner;

CASE 2871:

CASE 2872:

CASE 2873:

CASE 2874:

CASE 2875:

CASE 2876:

CASE 2877:

Application of Bolack~Greer, Inc, for & unit agreement, Rio
Arriba County, New Mexico. Applicant, in the above~styled
cause, seeks approval of the Canada Ojitos Unit Area comprising
35,829.84 acres of Federal and Fee lands in Townships 25 and 26
North, Ranges 1| East and 1 West, Rio Arriba County, New Mexico,

Application of Texaco Inc, for a unit agreement, Eddy Counly,
New Mexico. Applicant, in the above-styled cause, seeks approval
of the Woolley Unit Area comprising 2,080 acres of State and
Federal lands in Township 17 South, Range 30 East, Eddy County,
New Mexico.

Application of Texacs Inc, for a unit agreement, Lea County, New
Mexico. Applicant, in the above-styied cause, seeks approval of
the Barry Unit Area comprising 2427,24 acres of State land in

Township 21 South, Ranges 33 and 34 East, lLea County, New Mexico,

Application of Murphy H. Baxter for a unit egreement, Eddy County,
New Maxico, Applicant, in the above-styled cause, seeks approval

of the East Rocky Arroyo Unit Avea comprising 2560 acres of Federal,
State and Fee lands in Township 21 South, Range 25 East, Eddy
County, New Mexico.

Application of Perry R, Bass for an unorthodox gas well location,
Lea County, New Mexico. A4pplicant, in the above-styled cause,
seeks permission to drill a ges well at an unorthcodox iocation

1980 fesr from iLue South line and 660 feet from the West line of
Section 21, Township 19 South, Range 32 East, Lusk Morrow Gas Pool,
Lea County, New Mexico.

Application of Consolidated 01l & Gas,Inc, for anm unorthodox lo-
cation, Rio Arriba County, New Mexico, Applicant, in the above-
styled cause, seeks permissicon to recomplete its Jicarilla No,
4.8 at an unorthodox Blanco-Mesaverde Pnnl loogiion 155U teet
fram the Norin line and 890 feet from the Wast line of Section §,
Township 26 North, Range 5 West, Rio Arriba County, New Mexico,

Application of Continental Oil Company for an extension of the
provisions of Order R-2476, Lea County, New Mexico., Applicant,
in the above-styled cause, seeks an extension of the provisions
of Order R-2476 which authorized certain interference tests and
transfer of allowables batween wells during the tests in the 0il
Center Blinebry tool,
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CASE 2355: (Reopened) In the matter of Case 2355 being reopened pursuant

to the provisions of Order No. R-2051-A, which order extended
the temporary 320-acre proration units for the Bluitt-Wolfcamp
Gas Pool, Roosevelt County, New Mexico, for a perfod of one
yvear. All interested parties may appear and show cause why
said pool should not be developed on 160-acre proration units,

CASE 2635: (Reopened) In the matter of Case 2635 being reopened pursuant

CASE 2878:

CASE 2879:

to the provision. of Order No, R-2325, which order established
temporary 80-acre proration units for the Inbe-Pennsylvanian
Oil Pool, Les County, New Mexico, for a period of one year,
All interested parties may appear and show cause why said pool
should not be developed on 40-acre proration units,

Application of Humble Oil & Refining Company for & triple com-
pletion, Lea County, New Mexico, Applicant, in the above-styled
cause, seeks approval of the triple completion (tubingless) of

its New Mexico State "S"“ Well No, 25, located in Unit N of Section
2, Township 22 South, Range 37 East, Lea County, New Mexico, to
produce oil from the Penrose-Skelly and Wantz Abo Pools and an
undesignated Granite Wash zone through parallel strings of 2<7/8
inch casing cemented in & common well bore.

Applicatipon of Humble 0il & Refining Company for & waterflood
project, L=a County, New Mexico. Apnlicant, in the above-styled
cause, seeks authority to institute a waterflood project on its
State *"M" lease in Sections 19, 20, 29, 30 and 31, Township 22
South, Range 37 East, Lea County, New Mexico, by the initial
infection of water into the Queen formation of the Langlie Mattix
and Eumont Pools through six wells located in Sections 20, 29, and
30, Applicant further seeks the contraction of the Eumont Pool
by the deletion therefrom of all of Section 19 and the S/2 SW/4
and NE/4 SW/4 of Section 20, Township 22 South, Range 37 East,
and the extension of ithe Langlic Mattix Pool o include said
acreage,

Application of Marathon 0il Company for a unit agreement,

Eddy County, New Mexico, Applicant, in the above-styled cause,
seeks approval of the Box Canyon Unit Aree ccmprising 10,560,48
acres of State, Federal and Fee lands in Townships 21 and 22
South, Range 21 East, Eddy County, New Mexico,




T

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF MNEW MEXICO

IN THE MATTER OF THE HEBARING
CALIED BY THE OIL COMSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF COMSIDERING:

CASE No. 2880
Cxdsx Ho. R-2548

APPLICATION OF MARATHOM Ol1L COMPANY
FOR APPROVAL OF THE BOX CANYON UMIT
AGREEMRNYT, EDDY COUNTY, NEW MEXICO.

O, OF 88X
C ION)

This cause came on for hearing at 9 o'clock a.m. on
Aungust 7, 1963, at sSanta Fe, New Mexico, befors Bivis A. Ute,
Examiner duly appointed by the 0il Comservation Commission of New
Maxico, hersinafter refexred to as the "Commimsion, * in accordance
with Rule 1i::i4 orf the Commission Rules and Regulations.

BOW, on this_ Sth gz 57 aggust, 1963, the Commisaion,
a quorum heing present, having considered the application, the
evidence adduced, and the recommendaticns of the Examiner,
Elvis A. Utz, and being fully advised in the premiges,

EINDS:

(1) That due public notice having beem given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, Marathon 0il Company, seeks
approval of the Box Canyon Un’ = 3ement covering 10, 550.48
acyres, =m»Ore or less, of Str~to, r.deral and Faa lawnds in Town-
ships 21 and 22 South, R.nge 21 East, NMPH, uddy County, NRew
Kexico,

{3) .uaat approval of +7.a proposed Box Canvon Tnit Reoooo
mant 113 Lia praissipie tand to promota the conservation of oil ;
and gas and the preventicn of wasie. !

IT IS THEREFORE ORDIRED:

(1) That the Box Canyon Unit Agresment is hereby approv&é,f

{2) That thes plan under waich the unit area shall be o;-z~§
ated shall be embraced in the form of & unit zgreement for the j
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|CASE No. 2880

developmant and operation of the 3ox Canyon Unit Area, and such
plan shall be Xnown as the Box Canyon Unit agreament Plan.

{(3) That the Box Canyon tnit Ag:u:::t Plan is haredy
approved in principle as a proper conservation msasuxe; pro—-
vided, however, that actwvithstanding any of the provisions
contained in said unit agreement, this awproval ahmil oot 35
considered as waiving orx relinquishing, in any manner, any right,
duty, or obligation which is now, or may hereafter be, veatad in

| the 0il Conservation Commiasion of New Mexico by law relative to

the supervision and control of operations for the exploration
and development of any lands committed to the Box Canyon Uait,
or relative to the production of oil or gaa therefrom.

(4) (a) That the unit area shell be;

HEW MEXJCO PRINCIPAL MERIDIAN

EDDY COUNTY, MEW MEXICO
TOMMEHIP 21 SOUTHE, RANGE 21 masw
Section 19: R/2
Section 20: All
Section 21: All
Sectiom 27: All
Segtion 28: All
sSection 29: All
section 30: B/2
Section 32: All
section 33: All
Section 34: Aall
Section 35: W/2

TOWNSHIP 22 SOUTH, RANGE 21 EAST
Section 1l: Aall

Section 2. 213
Section 3; All
3Section 4: All
Section 10: All
Section ll: All
section 12: All

containing 19,560.48 acreg, more or lass.

(b} 'That the unit zrea may be enlarged or contracted
ag provided in said plan; provided, however, that administrative

approvel fou expansion or contrazction of the wnit arsa mugt also

be obtained from the cocrotary-birector of the Commission.

(5) That the unit operator shall file with ths Commission ;

zn exacuted oxiginal or executed counterpart of the Box Canyon
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tnit Agreemant within 30 days after the sffective date thereof.
In the event of subsequent joindexr by amy party or expansiom or
contyaction of the unit area, the umit opexrator shall f£ile with
the Commission within 30 dayas thereafter counterparts of the
unit agresmant reflecting the subscription of those interests
having joined or ratified.

{6) That this ordex shall become effective upon the approva
of said unit agreament by the Cosmissioner of Public Iands for
State of Few Mexico and the Director of the United sStates Geologi-
cal Survey, and shall texminats ipso facto upon the terminatiom
of said unit agresment. 7The laat wait cperator shall notify the
Commission immediately in writing of such termination.

(7) That jurisdiction of this cause is retained for the
entry of such further ordexrs as the Commission say deem necessary.

DOME a2t Samta Fe, New Mexico, on the day and y==zr herein-
above designated.

STATE OF MEW MEXICO
OIL CONMESERVATION COMMIS3ION

M hﬂV\DVJL

!
K M. CAMPBER Chairman

L{) Lj&/ﬁ/u,/;.

L. PORT&R Jr., dember & .ecretary

L esr/
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MAIN OFFICE oCC
MARATHON OIL COMPANY ..
FORMERLY THE OHIO OiL COMPANY 3953 SP &5 m 6 : 26
LEGAL DEPARTMENT SOUTHERN r:A'go::: :::;K BUILDING
J. O. TERRELL COUCH HOL;'E‘I.’ON v, TEXAS

OIVISION ATTORNEY

September 23, 1963

JOHN H. BEVAN, JA.

WARREN B. LEACH, JRA.

‘o
{4
.o

Rov Czanvon Unit Agreement, Eddy County,

=27

New Mexico, Case No, 2880, Order No, R-2548

JACK FARISS
RICHARD G. FORSCHRACH

ATTORNEYS

0il Conservation Commission of
The State of New Mexico

P, 0, Box 871

Santa Fe, New Mexico

Attention: Mr. A, L., Porter, Jr.
Gentlemen:

Enclosed is a copy of the Box Canyon Unit Agreement showing
the original execution of each of the working interest owners. Attached
to this agreement is the Certification - Determination of the Acting
Director, United States Geological Survey, given under date of August 27,
1963, which date is the effective date of the Unit Agreement. This
agreement is being filed in compliance with Paragraph (5) of the Commis-
sion's Order of August 9, 1963. There is also attached to this agree-
meni a copy of the Certificate of Approval by the Commissioner of Public
Lands of the State of New Mexico given under date of August 13, 1963,

We certainly appreciate the cooperation of the Commission in
handling this matter for us and particularly the prompt issuance of its
Order of August 9, 1963,

Yours very truly,

JHB:LL (//ohn H. Bevan, Jr.

Enc.

cc: Mr., I, G, Burrell
Mr. Chas. F. Malone
Mr, Jim Durrett




CERTIFICATION - DETERMINATION

14-08-0001 8543

Pursuant to the authority vested in the Secretary of Interior

as to Federal Lands, under the Act approved February 25, 1920, 41 Stat.
437, as amended, 30 U,S.C. Secs. 181, et4seq., and delegated to the
Director of the Geological Survey pursuant to Departmental Order No. 2365
of October 8, 1947, I do hereby:

evelopment and

Ca

A. Approve the attached agreement for the
operation of the Box Canyon Unit Area, Fddy County, State of Wew Mexico.

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 drilliwng, producing, rental,

.minimum royalty, and royalty requirements of all Federal leases committed

to said agreemen: are hereby established, altered, changed, or revoked to . .

vopform with the terms and conditions of this agreement.

AUG 2 7 w83 A Lonin /A Dahren

Dated ~» DIRECTOR, UNITED STATES GFOLOGICAT. QIRURY

—

sa04d
fue W




UNIT AGREEMENT S
FOR THE DEVELOPMENT AND OPERATION i
OF THE o
BOX CANYON UNIT AREA
COUNTY OF EDDY |
STATE OF NEW MEXICO A
NO. T

THIS AGREEMENT, entered into as of the 11th  gay of July

’

1963, by and between the parties subscribing, ratifying, or consenting hereto, and
herein referred to as the "parties hereto "
WITNESSEIH:

WHEREAS, the parties hereto are the owners of working, royalty, or other
0il and gas interests in the unit area subject to this agreement; and

WHEREAS, the Mineral Leasing Act of February 25. 1920, 41 Stat. 437, as
amended, 30 U, S, C. Secs. 181 et seq., authorizes Federal lessees and their repre-
sentatives to unite with each other, or jointly or separately with others, in col-
lectively adopting and operating a cooperative or unit plan of development or
cperaticn of any o0il or gas pool, field, or like area, or any part thereof for the
purpose of more properly conserving the natural resources therecf whenesver deter-
mined and certified by the Secretary of the Interior to be necessary or advisagble
in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 7-11-39 N.M, Statutes 1953 Annotated)
to consent to or approve this agreement on behalf of the State of New Mexico, in-
sofar as it covers and includes lands and mineral interests of the State of New
Mexico; and

WHEREAS, the 0il Couservation Commission of the State of New Mexice is
authorized by an act of the Legislarure (Chapter 72, Laws of 1935, as amended by

4

1941, and Chapter 168, Laws of

~
<

Fh

Cuhapter 193, laws of 1937,
1949) to approve this agreement and the comnservation provisions hereof; and
WHEREAS, the parties hereto hold sufficient interests in the Box Canyon
Unit Area covering the land hereinafter described to give reasonably effective
countrol of operations therein; and
WHEREAS, it is the purpose of the parties hereto to conserve natural re-

sources, prevent waste, and secure other benefits obtainable through development




and operation of the area subject to this agreement under the terms, conditions
and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and the promises herein
contained, the parties hereto commit to this agreement their respective interests
in the below-defined unit area, and agree severally among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February
25, 1920, as amended, supra, and all valid pertinent regulations, including operat-
ing and unit plan regulations, heretofore issued thereunder or valid, pertinent,
and reasonable regulations hereafter issued. thereunder are accepted and made a
part of this agreement as to Federal lands, provided such regulations are not in-
consistent with the terms of this agreement; and as to State of New Mexico lands,
the 0il and gas operating regulations in effect as of the effective date hereof
goverrning drilling and producing operations, not inconsistent with the terms here-
of or the laws of the State of New Mexico are hereby accepted and made a part of
this agreement.

2, UNIT AREA. The following-described land is hereby designated and

recognized as constituting the unit area:

T-21-8, R-21-E, N ,M,P M. T-22-S, R-21-E, N,M,.P,M.
Sec. 19: E/2 Sec. 1: All
Sec. 20: Al1l Sec. 2 All
Sec. 21: All Sec. 3¢ Al
Sec, 27: All Sec. 43 All
Sec., 28: All Sec.10: All
Sec, 29: All Sec.11: All
Sec. 30: E/? Sec.12: All

Sec. 32: All
Sec. 33: All
Sec, 34: All
Sec, 35: WU/?

Containing 10,560.48 acres, more or less.

Exhibit A attached hereto is a map showing the unit area and the bound-
avies and identity of tracts and leases in said avea to the extent known to the
Unit Operator. Exhibit B artached herctc is a schedule showing to the extent
known to the Unit Operator the acreage, percentage, and kind of ownership of oil

and gas interests in all land in the unit area. However, nothing herein or in

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




to the ownership of any interest other than such interest or interests as are
shown in said map or schedule as owned by such party. Exhibits A and B shall be
revised by the Unit Operator whenever changes in the unit area render such revi-
sion necessary, or when requested by the Oil and Gas Supervisor, hereinafter re-
ferred to as '"Supervisor," or when requested by the Commissioner of Public Lands
of the State of New Mexico, hereinafter referred to as '"Land Commissioner," and
not less than six (6) copies of the revised exhibits shall be filed with the
Supervisor, and one (1) copy thereof shall be filed with the Land Commissioner and
one (1) copy with the New Mexico 0il Conservation Commission, hereinafter referred
to as "Conservation Commission."

The above-described unit area shall when practicable be expanded to in-
clude therein any additional tract or tracts regarded as reasonably necessary or
advisable for the purposes of this agreement, or shall be contracted to exclude
lands not within any participating area whenever such expansion or contraction is
necessary or advisable to conform with the purposes of this agreement. Such ex-
pansion or contraction shall be effected in the following manmner:

(a) Unit Operator, on its own motion or on demand of the Director of

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

Land Commissioner, after preliminary concurrence by the Director, shall prepare a

the boundaries of the unit area, the reasons therefor, and the proposed effective
date thereof, preferably the first day of a month subsequent to the date of notice.

(b) Said noticc shall be delivered to the Supervisor, the Land Commis-
sioner and the Conscrvation Commission and copies thereof mailed to the last kaown
address of cnch working interest owner, lessee, and legssor whese interests are af-
fected, advising that thirty (30) days will be allowed for submission to the Unic
Operator of any objections.

(c) Upon expiration of the 30-day period provided in the preceding item
(b) hereof, Unit Operator shall file with the Supetrvisor, the Land Commissiomner
and the Conservation Commission evidence of mailing of the notice of expansion or

contraction and a copy of any objections thereto which have been filed with the




Unit Operator, together with an application in sufficient number, for approval ol
such expansion or contraction and with appropriate joinders.

(d) After due consideration of all pertinent information, the expansion
or contraction shall, upon approval by the Director, the Land Commissioner and the
Conservation Cormission, become effective as of the date prescribed in the notice
thereof.

(e) All legal subdivisions of unitized lands (i.e., 40 acres by Govern-
ment survey or its nearest lot or tract equivalent in instances of irregular sur-
veys; however, unusually large lots or tracts shall be considered in multiples of
40 acres, or the nearest aliquot equivalent thereof, for the purpose of elimina-
tion under this subsection), no parts of which are entitled to be in a participat-
ing area within five (5) years after the first day of the month following the ef-
fective date of the first initial participating area established under this unit
agreement, shall be eliminated automatically from this agreement, effective as of
the first day thereafter, and such lands shall no longer be a part of the unit
area and shall no longer be subject to this agreement, unless at the expiration of
said 5-vear period diligent drilling operations are in progress on unitized lands
not entitled to participation, in which event all such lands shall remain subject
hereto for so long as such drilling operations are continued diligently, with not
more than 90 days' time elapsing between the cumpletion of one such well and the
commencement of the mnext such well, except that the time allowed between such
wells shall nov expire earlier than 30 days after the expiration of any period of
time during which drilling operations are prevented by a matter beyond the reason-
able <ontrol of unit operator as set forth in the section hereof entitled "Unavoid-
able Delay;" provided thai all legal subdivisions of lands not in a participating
area and wot entitled to become participating uander the applicable provisions of
this agreement within ten (10) years atter said [icst day of the menth following
the effective date of said first initial participating area shall be eliminated as
above specified. Determination of creditable "Unavoidable Delay" time shall be
made by unit operator and subject to approval of the Director and the Land Commis-

sioner. The unit operator shall, within 90 days after the effective date of any




elimination heveunder, describe the area so eliminated to the catisfaction of the
Director and the Land Commissioner and promptly notify all parties in interest.

If conditions warrant extension of the 10-year period specified in this
subsection 2 (e), a single extension of not to exceed 2 years may be accomplished
by consent of the owners of 907 of the current unitized working interests and 607
of the current unitized basic royalty interests (exclusive of the basic royalty
interests of the United States), on a total-nonparticipating-acreage basis, re-
spectively, with approval of the Director and the Land Commissioner provided such
wxtension application is submitted to the Land Commissioner and the Director not
later than 60 days prior to the expiration c¢f eaid 10-year period.

Any expansion of the unit area pursuant to this sectior which embraces
lands theretofore eliminated pursuant to this subsection 2 (e) shall not be con-
sidered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this
agreement shall comstitute land referred to herein as "unitized land” or "land
subject to this agreement."” All oil and gas in any and 211 formatioms of the uni-
tized land are unitized under the ferms of this agreemcnt and herein are called
"unitized subsiances.”

4, TUNIT OPERATOR, Marathon 0il Company is hereby designated as Unit
Operator and by signacvure hereto as Unit Operator commits to this agreement all

interests in unitized substances vested in it and agrees and conseunts &t

(]
b

ccent
the duties and obligations of Unit Operator for the discovery, development and pro-
duction of unitized substances as herein provided. Whenever reference is made
herein to the Unit Operator, such retrerence weans the Unit QOperator acting in that
capacity and not as an ovmner of interest in unitized substances, and the term
"working interest owner'" when used herein shall include or refer to Unit Operator
as the owner of a working interest wien zuch an interest is owned by it.

5. RESTGNATION OR REMOVAL OF UNTY OPERATOR. Unit Operator shall have
the right to resign at any time prior to the establishment of a participating ares
or areas hereunder, but such resignatioun shall not become effective so as to re-

lease Unit Operator from the duties and obligations of Unit Operator and termiuate

w
t




Unit Operator's rights as such for a period of 6 months after notice of inteution
to resign has been served by Unit Operator on all working interest owners and the
Director, the Land Commissioner and Conservation Commission and until all wells
then drilled hereunder are placed in a satisfactory condition for suspension or
abandonment whichever is required by the Supervisor as to Federal lands and by the
Conservation Commission as to State lands unless a new Unit Operator shall have
been selected and approved and shall have taken over and assumed the duties and
obligations of Unit Operator prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner and subject
to like limitations, as above provided, at any time a participating area estab-
lished hereunder is in existence, but, in all iunstances of resignation or removal,
until a successor unit operator is selected and approved as hereinafter provided,
the working interest owners shall be jointly responsible for performance of the
duties of unit operator, and shall not iater than 30 days before such resignation
or renoval becomes effective appoint a common agent to represent them in any ac-
tion to be taken hereunder.

The resignation of Unit Operator shall not release Unit Operator from
any liability for any default by it hereunder occurring prior to the effective
date of its resignation.

The Unit Operator may, upon default or failure in the performance of its
duties or obligations hereunder, be subject to removal by the same percentage vote
of the owners ot working interests determined 1n 1like manner as herein provided
for the selection of a new Unit Operator. Such removal shall be effective upon
notice thereof to the Director and the lLand Commissioner.

The vesignation or removal of Unit Opevabor under this zgreement shald
not terminate itr right, title, or interest as the owner of a working interest or
other interest in unitized substances, but upon the resignation or vemoval of Unit
Operator becoming effective, such Unit Operator shall deliver possession of all
equipment, materials, and appurtenances used in conducting the unit operations and
owned by the working interest owners to the aew duly qualified successor Unit Oper-

ator or to the owners thereof if rno such new Unit Operator is elected, to be used

on




for the purpose of conducting unit operations hereunder. Nothing liecrein shall be
construed as authorizing removal of any material, equipment and appurtenances
needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall teunder
his or its resignation as Unit Operator or shall be removed as hereinabove pro-
vided, or a change of Unit Operator is negotiated by working interest owners, the
owners of the working interests in the participating area or areas according to
- their respective acreage interests in such participating area or areas, or, until
a participating area shall have been established, the owners of the working inter-
ests according to their respective acreage interests in all unitized land, shall
by majority vote select a successor Unit Operator: Provided, that, if a majority
but less than 75 per cent of the working interests qualified to vote are owned by
one party to this agreement, a concurring vote of one or more additional working
interest owrers shall be required to select z new operator. Such selection shall
not become effective until:

(a4} a Unit Operator so selected shall accept in writing the duties and
responsibilities of Unit Operator, and

(b) the selection shall have been filed with the Supervisor and ap-
proved by the Land Commissioner. If mo successor Unit Operator is selected and
qualified as herein provided, the Director znd lLand Commissioner at their election
may declare this unit agreement terminated.

7. ACCOUNTING PROYISIONS AND UNIT OPERATING AGREEMENT. 1If the Unit
Operator is not the sole owner of working iaverests, costs aad expenses incurred
by Unit Operator in couducting unit opecrabions hereunder shall be paid and appoc-
tioned among and borne by the owners of working iaterests, all in accordance with

he agrcement or agreements entered into by and between the Unil Uperator and the

-
owners of working interests, whether one or wore, scparztsly or collectivelv, Any
agreement or agreements entered iato beiween the working interest owners and the
Unit Operator as provided in this sectvion, whether one or more, are herein reier-

11

red to as thne '"unit operating agreement. Such uait operating agreement shall also
pad

provide the manner in which the working interest owners shall be entiiled to




receive their respective proportionate and allocated share of the benefits accru-
ing hereto in conformity with their underlying operating agreements, leases, or
other independent contracts, and such other rights and obligations as between Unit
Operator and the working interest owners as may be agreed upon by Unit Operator
and the working interest owners; however, no such unit operating agreement shall
be deemed either to modify any of the terms and conditions of this unit agreement
or ts relieve the Unit Operator of any right or obligation established under this
unit agreement. and in case of any inconsistency or conflict between the unit
agrcement and the unit operating agreement, this unit agreement shall prevail.
Three (3) true copies of any unit operating agreement executed pursuant to this
section should be filed with the Supervisor and onme (1) true copy with the Land
Commissioner, prior to approval of this unit agreement by the Director.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. <£xcept as otherwise specif-
ically provided herein, the exclusive right, privilege, and duty of exercising any
and all rights of the parties hereto which are necessary or convenient for pros-
pecting for, producing, storing, z21locating, and distributing the unitized sub-
stances are hereby delegated to and shall be exercised by the Unit Operator as
herein provided. Acceptable evidence of title to said rights shall be deposited
with said Unit Operator and, together with this agreement, shall constitute and
define the rights, privileges, and obligations of Unit Operator. WNothing herein,
however, shall be construed to transfer title to any land or to any lease or
cperating agreement, it being understood that under this agreement the Unit Oper-
ator, in its capacity as Unit Operator, shall exercise the rights of possession
and use vested in the parties hereto only for the purposes herein specified.

9. DRILLEING TO DISCOVERY. Within & months after the effective date
hereof, the Unit Operator shall begin to drill an adequate test well at a location
approved by the Supervisor if on Federal land cor by the Tand Commissioner if on
State Land, or by the Conservation Commission if on privately owned land, uniess
on such effective date a well is being drilled conformably with the terms hereof,
and thereafter continue such drilling diligently until the Devonian formations

have been tested or until at a lesser depth unitized substances shall be discovered




which can be produced in paying quantities (to wit: quantities sufficient to re-
pay the costs of drilling, and producing operations, with a reasonable profit) or
the Unit Operator shall at any time establish to the satisfaction of the Super-
visor if on Federal land, of the Land Commissioner if on State land, or of the
Conservation Commission if on privately owned land, that further drilling of said
well would be unwarranted or impracticable, provided, however, that Unit Operator
shall not in any event be required to drill said well to a depth in excess of
9,600 feet. Until the discovery of a deposit of unitized substances capable of
being produced in paying quantities, the Unit Operator shall continue drilling
diligently one well at a time, allowing not more than 6 months between the com-
pletion of one well and the beginning of the next well, until a well capable of
producing unitized substances in paying quantities i{s completed to the satisfac-
tion of said Supervisor if it be on Federal land or of the Land Commissioner if on
State land or the Conservation Commission if on privately owned land or until it
is reasonably proved that the unitized land is incapable of producing unitized
substances in paying quantities in the formations drilled herzunder. Nothing in
this section shall be deemed to limit the right of ths Unit Operator to resign as
provided in Section 5 hereof, or as requiring Unit Operator to commence or continue
any drilling during the period pending such resignation becoming eiffective in
order to comply with the requirements uf this section. The Director and Land
Comnissioner may modify the drilling rouuicements cof thice section by granting
reasonable extensions of time when, in tucir orinion, such action is warranted.

Upon failure to comply with the drilling provisions of this section, the
Director and Land Commissioner may, after reasonable notice to the Unit Operator,
and each working interest owner, lessee, and lessor at their last known addresses,
declare tuis unit agreement terminated,

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months after
completion of a well capable of producing unitized substances in paying quantities,
the Unit Operator shall submit for the approval of the Supervisor and the Land
Commisgsioner an acceptable plan of development and operation for the unitized land

which, when approved by the Supervisor and the Land Commissioner, shall constitute




the further drilling and operating obligations of the Unit Operator under this
agreement for the period specified therein. Thereafter, from time to time before
the expiration of any existing plan, the Unit Operator shall submit for the ap-
proval of the Supervisor and the Land Commissioner a plan for an additional
specified period for the development and operation of the unitized land. Any
plan submitted pursuant to this section shall provide for the exploration of the
unitized area and for the diligent drilling necessary for determination of the
area or areas thereof capable of producing vnitized substances in paying quanti-
ties in each and every productive formation and shall be as complete and adequate
as the Supervisor and the Land Commissioner may determine to be necessary for
timely developmenf and proper conservation of the o0il and gas resources of the
unitized area and shall:

(a) specify the number and locations of any wells to be drilled

and the proposed order and time for such drilling; and
(b) to the extent practicable specify the operating practices
regarded as necessary and advisable for proper conservation ¢f natural
resources.
Separate plans may be submitted for separate productive zones, subject to the ap-
proval ot the Supervisor and the Land Commissioner.

Plans shall be modified or supplemented when necessary to meet changed
conditions or (u protect the interests of all parties to this agreement. Reason-
able diligence shall be exerciced in complying with the obligations of the approved
plan of development, The Supervisor and Land Commissioner are authorized to grant
a reasonable extension of the 6-month period herein prescribed for submission of
an initial plan of developmeni where such action is justified because of unusual
conditions or circumstances. After completion hereunder of a well capable of pro-
ducing any unitized substance in paying quantities, no further wells, except such
as may be necessary to afford preotection against operations not under this agree-
ment or such as may be specifically approved by the Supervisor and the Land Com-
missicner, shall be drilled except in accordance with a plar of development ap-

proved as herein provided,
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11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable
of producing unitized substances in payiug quantities or as soon thereafter as
required by the Supervisor or the Land Commissioner the Unit Operator shall submit
for approval by the Director and the Land Commissicner a schedule, based on sub-
divisions of the public-land survey or aliquot parts thereof, of all unitized land
then regarded as reasonably proved to be productive of unitized substances in pay-
ing quantities; all lands in said schedule on approval of the Director and the Land
Commissioner to comstitute a participating area, effective as of the date of com-
pietion of such well or the effective date of the unit agreement, whichever is
later. The acreages of both Federal snd non-Federal lands shail be based upon ap-
propriate computations from the courses and distances shown on the last approved
public-land survey as of the effective date of the initjal participating area.

Said schedule also shall set forth the percentage of unitized substantes to be al-
located as herein provided to each unitized tract in the participating area so
established, and shall govern the allocation of production from and after the date
the participating area becomes effective. A separate participating area shall be
established in like manner for each separate pcol or deposit of unitized substances
or for any group thereof produced as a single pool or zore., and anyv two or more
participating areas so established may be combined into one with the consent of

the owners of all working interests in the lands within the participating areas

s0 to bhe comhined on a hc Divector aud ithe Land Commissioner. ‘Lhe
participating area or areas so established shall pe revised from time to time, sub-
ject to like approval, whenever such action appears proper as a result of further
drilling operations or otherwise, to include zdditional
reasorably proved to be productive in paying quauntities, or to exclude land then
regarded as reasonably pioved not bo be productive in paving quantities and the
percentage of allocation shall also be vevised accerdingly. The effective date of
any revision shall be the first of the month in which is obtained the knowledge or
information on which such revicion is predicated, provided, howeaver, that a more
appropriate effective date may be used if justified by the Unit Operator and ap-

proved by the Director and the Land Commissioner., No land shall be excluded from




a participating area on account of depletion of the unitized substances.

It is the intent of this section that a participating area shall repre-
sent the area known or reasonably estimated to be productive in paying quantities;
but, regardless of any revision of the participating area, nothing herein contained
shall be construed as requiring any retroactive adjustment for production obtained
prior to the effective date of the revision of the participating area.

In the absence of agreement at any time between the Unit Operator and
the Director and the Land Commissioner as to the proper definition or redefinition
of a participating area, or until a participating area has, or areas have, been
established as provided herein, the portion of all payments affected thereby may
be impounded in a manner mutually acceptable to the owners of working interests,
except royalties due the United States and the State of New Mexico, whiqh shall be
determined by the Supervisor for Federal lands and the Land Commissioner for State
lands and the Conservation Commission as to privately owned lands and the amount
thereof deposited, as directed by the Supervisor and the Land Commissioner re-
spectively, to be held as unearned money until a participating area is finally ap-
proved and then applied as earned or returmned in accordance with a determination
of the sum due as Federal and State royalty on the basis of such approved partici-
pating area.

Whenever it is determined, subject to the approval of the Supervisor, as
to wells drilled on Federal land and of the Land Commissioner as to wells drilled
on State land and the Conservation Commission as to wells on privately owued lands,
that a well drilled under this agreement is not capable of production in paying
quantities and inclusion of the land on which it is situated in a participating
area is unwarranted, production from such well shall, for the purposcs of settle-
ment awmury all parties other than working interest owners, be allocated to the
land on which the well is located so long as such land is not within a participat-
ing area established for the pool or deposit f~om which such production is ob-
tained. Settlement for working interest benefits from such a well shall be made
as provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced from
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each participating area established under this agreement, except any part thereof
used in conformity with good operating practices within the unitized area for
drilling, operating, camp and other production or development purposes, for re-
pressuring or recycling in accordance with a plan of development approved by the
Supervisor, and Land Commissioner and the Conservation Commission, or unavoidably
lost, shall be deemed to be produced equally on an acreage basis from the several
tracts of unitized land of the participating area established for such production
and, for the purpose of determining any benefits accruing under this agreement,
each such tract of unitized land shall have allocated to it such percentagé of
said production as the number of acres of such tract included in said participat-
ing area bears to the total acres of unitized land in said participating area,
except that allocation of production hereunder for purposes other than for settle-
ment of the royalty, overriding royalty, or payment out of production obligations
of the respective working interest owners, shall be on the basis prescribed in the
unit operating agreement whether in conformity with the basis of allocation herein
set forth or otherwise. Yt is hereby agreed that production of unitized substances
from a participating area shall be allocated as provided herein regardless of
whether any wells are drilled on any particular part or tract of said participating
area. If any gas produced from one participating area is uscd for repressuring or
recycling purpcses in another participating area, the first gas withdrawn from
such last-mentioned participating area for sale during the life of thirs agreement
shall be considered to be the gas so transferred until an amount equal to that
transferred shall be suv prcduced £or sale and such gas shall be allocated to the
participating area from which initially produced as constituted at the time of such
final production.

13. DEVELOPMENT OR OPERATIOV OF NONPARTICIPATING LAND OR FORMATIONS.
Any party or parties hereto owning or controlling the working interest in any
unitized land having thereon a regular well location may wiih the approval of the
Supervisor as to ¥ederal land, ihe Land Commissioner as to State land, and the
Conservation Commission as to privately owned laend, and subject to the provisions
of the Unit Operating Agreement, at such party's or parties' sole risk, costs, and

expense arill a well at such location on such land to test any formation for which
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a participating area has not been established or to test any formation for which a
participating area has been established if such location is not within said parti-
cipating area, or drill any well not mutually agreed to by all interested parties,
unless within 90 days cf receipt of notice from said party of his intention to
drill the well the Unit Operator elects and commences to drill such a well in iike
manner as other wells are drilled by the Unit Operator under this agreement.

if any well drilled as aforesaid by a working interest owner results in
production such that the land upon which it is situated may properly be included
in a participating area, such participating area shall be established or enlarged
as provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms of this agreement and the unit operating
agreement.

If any well drilled as aforesaid by a working interest owner obtains pro-
duction in quantities insufficient to justify the inclusion in a participating area
of the land upon which such well is situated, such well may be operated and pro-
duced by the party driliing the same subject to the conservation requirements of
this agreement. The royalties in amount or value of production from any such well
shall be paid 2s specified in the underlying lease and agreements affected.

14, ROYALTY SETTLEMENT. The United States and any State and all royal-
ty owners who, under existing contract, are eniitied to take in kind a share of
the substances now unitized hereunder produced from any tract, shall hereafter be
entitled to the right to take in kind their share of the mmitized substances al-
located to such tract, and Unit Operator, or in case of the operation of a well by
a working interest ownur as herein in special cases provided for, such working
interest owner, shall make deliveries of such royalty share taken in kind in con-

formity with the applicable contracts, laws, and regulations. Settlement for

sponsible therefor under existing contracts. ‘aws and vegulations on or before the
last day of each month for unitized substances produced during the preceding calen-
dar month; provided, however, that nothing herein contained shall operate to re-

lieve the lessees of any land from their respective lease obligations for the pay-

ment of any royalties due under their leases.

14 -




1f gas obtained from lands not subject to this agreement is introduced

into any participating area hereunder, for use in re~ . -ing, stimulation of
production, or increasing ultimate recovery, which shall be in conformity with a
plan first approved by the Supervisor, the Land Commissioner, and the Conservation
Commission, a like amount of gas, after settlement as herein provided for any gas
transferred from any other participating area and with due allowance for loscs or
depletion from any cause, may be withdrawn from the formation into which the gas
was introduced, royalty free as to dry gas, but not as to the products extracted
therefrom; provided that such withdrawal shall be at such time as may be provided
in the plan of operations or as may otherwise be consented to by the Supervisor,
the Land Commissioner and the Conservation Commission as conforming to good petro-
leum engineering practice; and provided further, that such right of withdrawal
shall terminate on the termination of this unit agreement.

Royalty due the United Stat=s shall be computed as provided in the oper-
ating regulations and paid in value or delivered in kind as to all unitized sub-
stances on the basis of the amounts thereof allocated to unitized Federal land as
provided herein at the rates specified in the respective Federal leases, or at
such lower rate or rates as may be authorized by law or regulation; provided, that
for leases on which the royalty rate depends on the daily average production per
well, said average production shall be determined in accordance with the operating
regulations as though cach participating area were a single consolidated lease,

Royalty due on account of State and privately owned lands shall be com-
puted and paid on the basis of all unitized substances allocated to such lands.

15. RENTAL *EITLEMENT. Rental or wminimum royalties due on leases com-
mitted hereto shall be paid by working interest owners responsible therefor under
existing contracts, laws, and regulations, provided that nothing herein contained
shall operate to relieve the lessees of any land from their respective lease obli-
gations for the payment of any rental or minimum royalty in lieu thereof due under
their leases. Rental or minimum royalty for lands of the United States subject to
this agreement shall be paid at the rate specified in the respective leases from

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




reduced by law or by approval of the Seciretary or his duly authorized representa-

tive.

Rentals on State of New Mexico lands subject to this agreement shall be
paid at the rates specified in the respective leases.

With respect to any lease on non-Federal land containing provisions
which would terminate such lease unless drilling operations were within the time
therein specified commenced upon the land covered thereby or rentals paid for the
privilege of deferring such drilling operations, the rentals required thereby
shall, notwithstanding any other provision of this agreement, be deemed to accrue
and become payable during the term thereof as extended by this agreement and there-
after until the required drilling operations are commenced upon the land covered
thereby or some portion of such land is included within a participating area.

16. CONSERVATION, Operations hereunder and production of unitized sub-
stances shall be conducted to provide for the most economical and efficient re-
covery of said substances without waste, as defined by or pursuant to State or
Federal law or regulation.

17. DRAINAGE. The Unit Operator shall take appropriate and adequate
measures to prevent Jdrainage of unitized substances from unitized land by wells on
land not subject to this agreement, or, with the consent of the Director and the
Land Commissioner, pursuant to applicable regulations pay a fair and reasonable
ctevmiued Ly thie Supervisor as to rFederal leases and the
Land Commissioner as to State leases.

i8, TEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions,
and provisions of all leases, subleases, and other contracts relating to explcra-
tion, driliing, development, or operation for oil or gas of lands committed to
this agreement are hereby expressly modified and amended to the extent mnecessary
to make the same conform to the provisioas hereol, bui otherwise to remain in full
force and effect; and the parties hercto hereby consent that the Secretary as to
Federal leases and the Land Commissioner as to State lecases shall and each by his
approval hereof, or by the approval hereof by nis duly authorized representative,

does hereby establish, alter, change, or revoke the drilling, producing, rental,
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minimum royalty, and royalty requirements of Federal and State leases committed
hereto and the regvlaiions in respect thereto to conform said requirements to the
provisions of this agreement, and, without limiting the generality of the forego-
ing, all leaces, subleases, and contracts are particulariy modified in accordance
with the following:

(a) The development and operation of lands subject tc this agree-
ment under the terms hereof shall be deemed full performance of all ob-
ligations for development ard operation with respect to each and every
part or separately owned tract subject to this agreement, regardless of
whether there is any development of any particuler part or tract of the
unit area, notwithstanding anything to the contrary in any lease, operat-
ing agreement or other contract by and between the parties hereto, or
their respective predecessors in intercst, or any of them.

(b) Drilling and prcducing operations performed hereunder upon
any tract of unitized lands will be accepted and deemed to be performad
upon and for the benefit of each and every tract of unitized land, and
no lease shall be deemed to expire by reason of failvre tz Jdrill or pro-
duce wclls situated on the land therein embraced.

(c) Suspension of drilling or producing operations on all unitized
lands pursuant to direction or consent of the Secretary and the Land Com-
missioner, or their duly authorized representatives, shall be deemed to
constitute such suspension pursuanit Lo such direction or consent as to
each and every tract of unitized land.

(d} Each lease, sublease or contract relating to the exploration,
drilling, development or operation for oil or gas of lands, other than
those of the United States and State of New Mexico, committed to this
agreement, which, by its terms might expire prior to the termination of
this agreement, is hereby extended beyond any such term so provided
therein so that it shall be continued in full {ovrce snd vffect for and
during the term of this agreenment.

{e) Any Federal leasse for a fixed torem of tuonty (20) vears or



F any renewal thereof or any part of such lease which is made subject

to this agreement shzll continue in force beyond the term provided
therein until the termination hereof. Any other Federal lease com-
mitted hereto shall continue in force beyond the term so provided
therein or by law as to the land committed so long as such lease re-
mains subject hereto, provided that production is had in paying quan-
tities under this unit agreement prior to the expiration date of the
term of such lease, or in the event actual drilling operations are
commenced on unitized land, in accordance with the provisions of this
agreement, prior to the end of the primary term of such lease and are
being diligently prosecuted at that timz, such lease shall be extended
for two years and so long thereafter as oil or gas is produced in pay-
ing quantities in accordance with the provisions of the Mineral Leasing
Act Revision aof 1960,

(f) Each sublease or contract relating to the operation and de-
velopment of unitized substances from lands of the United States com-
mitted to this agreement, which by its terms would expire prior to the
time at which the underlying lease, as extended by the immediately pre-
ceding paragraph, will expire, is hereby oubtended boyond awy such term
so provided therein so that it shall be continued in full force and ef-
fect for and during the term of the underlyiag lease as such term is
herein sxtended.

(g) Any lease embracing lands of the State of New Mexico which is
made subject to this agreement, shall continue in force beyond the term
provided thercin as to the lands committed heveto uncil the termination
herenf

{(h) The segregation of any Federal lease committed to this agree-
ment is governed by the following provision in the fourth paragraph of
Sec. 17 (j) of the Mineral Leasing Act, as amended by the Act of Septem-
ber 2, 1960 (74 Stat, 781-784): '"Any [Federal] lease heretofore or here-

after committed to any such {unit] plan embracing lands that are in part
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within and in part outside of the area covered by any such plan
shall be segregated into separate leases as to the lands committed
and the lands not committed as of the effective date of unitization:

Provided, however, That any such lease as to the nonunitized portion

shall continue in force and effect for the term thereof but for not

less than two years from the date of such segregation and so long

thereafter as oil or gas is produced in paying quantities."

(i) Any lease embracing lands of the State of New Mexico having
only a portion of its lands committed hereto, shall be segregated as
to the portion committed and the portion not committed, and the provi-
siors of such lease shall apply separately to such segregated portions
commencing as of the effective date hereof; provided, however, notwith-
standing any of the provisions of this agreement to the contrary any
lease embracing lands of the State of New Mexico having only a portiomn
of its lands committed hereto shall continue in full force and effect
beyond the term provided therein as to all lands embr:z:ced in such
lease, if oil or gas is discovered and is capable of being produced in
paying quantities from some part of the lands embraced in such lease
at the expiration of the secondary term of such lease; or if, at the
expiration of the secondary term, the Lessee or the Unit Operator is
then engaged in bona fide drilling or reworking operatiocns on some part
of the lands embraced in such lease, the same, as to all lands embraced
therein, shall remain in full force and effect so long as such opera-
tions are being diligently prosecuted, and if they result in the pro-
duction of oil or gas, said lease shall continue in full force and ef-
fect as to all of the lands embraced therein, so long thereafter as oil
or gas in paying quantitics is being produced from any portion of said
lands.

19. CGOVENANTS RUN WITH LAND, The covenants herein shall be construed

to be covenants renning with the land with respect to the interest of the parties

hereto and their successcrs in interest until this agreement terminates, and any




grant, transfer, or conveyance, of interest in land or leases subject heretc shall
be and hereby is conditioned upon the assumption of all privileges and obligations
hereunder by the grantee, transferee, or other successor in interest. No assign-
ment ot transfer of any working interest, royalty, or other interest subject here-
to shall be binding upon Unit Operator until the first day of the calendar month
after Unit Operator is furnished with the original, photostatic, or certified copy
of the instiumcnt of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effeciive
upon approval by the Secretary and the Land Commissioner or their duly authorized
representatives as of the date of approval by the Secretary and shall terminate
five (5) years from said effeétive date unless:

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

the Land Commissioner, or

(b) it is reasonably determined prior to the expiration of the

fixed term or any extension thereof that the unitized land is incap-
able of production of unitized substances in paying quantities in the
formations tested hereunder and after notice of intention to terminate
the agreement on such ground is given by the Unit Operator to all
parties in interest at their last known addresses, the agreement is
terminated with the approval of the Director and Land Commissioner, or

{(c) a valiuablc diseovery of unitized substances has been made or

accepted on unitized land during said initial term or any extension
thereof, in which event the agreement shall remain in effect for such
term and so long as unitized substances can be prodiced in quantities
sufficient to pay for the cost of producing same from wells on unitized
land within any participating area estaviishod hereundar and, should
production cease, so long thereafter as diligent operations are in
progress for the restoration of production or discovery of new produc-
tion and sc long thereafter as the unitized substances so discovered
can be produced as aforesaid, or

(d) it is terminated as herctofore provided in this agreement.
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This agreement may be terminated at any time by not less than 75 per
centus, on an acreage bhasis, of the owners of working interests signatory hereto,
with the approval of the Director arnd Land Commissioner; notice of any such ap-
proval to be given by the Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director is
hereby vested with authority to alter or modify from time to time in his discretion
the quantity and rate of production under this agreement when such quantity and
rate is not fixed pursuant to Federal or State law or does not conform to any
state-wide voluntary conservation or allocation program, which is established,
recognized, and generally adhered to by the majority of operators in such State,
such authority being hereby limited to alreration or modification in the public in-
terest, the purpose thereof and the public interest to be served thereby to be
stated in the order of alteration or modification. Without regard to the forego-
ing, the Director is also hereby vested with authority to alter or modify from
time to time in his discretion the rate of prospecting and development and the
quantity and rate of production under this agreement when such alteration or modi-
fication is in the interest of attaining the conservation objectives stated in
this apreement and is not in vioclation of any applicable Federal or State law.

Powers in this section vested in the Director shall only be exercised
after notice to Unit Operator and opportunity for hearing to be held not less than
15 days from notice.

22, CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working
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 hercto,
vr L6 any penalty or 1iahility on account of delay or failure in whole or in part
to comply with any applicable provision thereof to the extent that the Unit Oper-
ator, 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 representatives of the State of New Mexico in and about

any watters or thing concerning which it is reguired herein that such concurrence



be obtained. The parties hereto, including the Conservation Commission, agree
that all powers and authority vested in the Conservation Commission in and by any
provisions of this agreement are vested in the Conservation 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 here-
after be provided by the laws of the State of New Mexico.

23. APPEARANCES., Unit Operator shall, after notice to other parties
affected, have the right to appear for and on behalf of any and all iaterests af-
fected hereby before the Department of the Interior, the Commissiomer of Public
Lands of the State of New Mexico and the New Mexico 0il Conservation Commission
and to appeal from orders issued under the regulations of said Department, the
Conservation Commission or Land Commissioner or to apply for relief from any of
said regulations or in any proceedings relative to operations before the Depart-
ment of the Interior, the Land Commissioner, or Conservation Commission or any
other legally constituted authority; provided, however, that any other inferested
party shall also have the right at his own expense to be heard in any such proceed-
ing.

24, YNCOTICES, All notices, demands or staiements reguired hercunder to
be given cr rendered to the parties hereto shall be deemed fully given if given in
writing and personally delivered to the party or seut by postpaid registered or
certified mail, addressed to such party or parties at their respective addresses
set forth in connection with the signatures hereto or to the ratification or con-
gsent hereof or to such otherv address as any such party may have furnished in writ-
ing to party sending the notice, demand or statement.

25, RO WAIVER OF CERTAIN RIGHTS., ©Nothing in this agreement contained
shall be construed as a waiver by any party hereto of the right to assert any
legal or constitutional right or defense as to the validity or invalidiiy of any
law of the State wherein said unitized lands are located, or of the United Strates,
or regulations issued thereunder in any way affecting such party, or as a waiver
by any such party of any right beyond his or its authority teo waive.

26. UNAVCIDABLE DELAY. All obligations under this agreement requiring
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the Unit Operator to commence or continue drilling or to cperate on or produce
unitized substances from any of the lands covered by this agreement shall be sus-
pended while, but only so long as, the Unit Operator despite the exercise of due
care and diligence is prevented from complying with such obiigations, in whole or

in part, by strikes, acts of God, Federal, State, or municipal law or agencies,

unavoidable zccidents, uncontrollable delays in transportation, inability to ob-

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

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

27. NONDISCRIMINATION. In connection with the performance of work under
this agreement, the operator agrees to comply with all of the provisions of sec-
tion 301 (1) to (7) inclusive, of Executve Order 10925 (26 F.R. 1977), which are
hereby incorporated by reference in this agreement,

28. LOSS OF TITLE. 1In the event title to any tract of unitized land
chall fail and the true owner cannot be induced to join in this unit agreement,
such tract shall be automatically regarded as not committed hereto and there shall
be such readjustment of future costs and benefits as may be required on account of
the loss of such title. 1In th2 event of a dispute as to title as to any royalty,
working interest, or other interests subject thereto, payment or delivery on ac-
count thereof may be withheld without liability for interest until the dispute is
finally settled; provided that, as to Federal and State land or leases, no pay-
ments of funds due the United States or the State of New Mexico should be with-
held, but such funds of the Unite§ States shall be deposited as directed by the
Supervisor and such funds of the State of New Mexico shall be deposited as directed
by the Land Commissioner to be held as unearned money pending firval settlement of
the title dispute, and then applied as eatrned or returned in accordance with such
final settlement.

Unit Operator as such is relieved from any responsibility for any defect
or failure of any title hereunder.

29. NON-JOINDER AND SUBSEQUENT JOIWDER. TIf the owner of any substan-

tiz2l interest in a tract within the unit area fails or refuses to subscribe or con-

sent to this agreement, the owner of the working ianterest in that tract may withdraw




said tract from this agreement by written notice to the Director, the Land Commis-

sioner, and the Unit Operator prior to the approval of this agreement by the
Director. Any oil or gas interests in lands within the unit area not committed
hereto prior to submission of this agreement for final approval mav thereafter be
committed hereto by the owner or owners thereof subscribing or cousenting to this
agreement, and, if the interest is a working interest, by the owner of such inter-
est also subséribing to the unit operating agreement. After operations are com-
menced hereunder, the right of subsequent joinder, as provided in this section, by
a working interest owner is subject to such requirements or approvals, if any, per-
taining to such joinder, as may be provided for in the unit operating agreement.
After final approval hereof joinder by a non-working interest owner must be con-
sented to in writing by the working interest owner committed hereto and responsible
for the payment of any benefits that may accrue hereunder ia behalf of such non-
working interest. Joinder by any owner of a2 non-working interest, at any time,
must be accompanied by appropriate joinder by the owner of the corresponding work-
ing interest in order for the interest to be regarded as committed hereto. Joinder
to the unit agreement by a working interest owner, at any time, must be accompanied
by appropriate joinder to the unit operating agreement, if more than one committed
working interest owner is involved, ia order for the interest to be regardad ac
committed to this unit agreement, Except as may otherwise herein be provided, sub-
sequent joinders to this agreement shzll be effective as of the first day of the
month following the filing with the Supervisor and the Land Commissioner of duly
executed counterparts of all or any papers necessary to establish effective commit-
ment of any tract to this agreement unless objection to such joinder is duly made
within 60 days by the Director or the Land Commissioner, provided that, as to

State lands, such subsequent joinder must be approved by the Land Commissioner.

30. COUNTERPARTS. This agreement may bde executed In any number of
counterparts no one of which needs tco be executed by all parvies cor mzy be ratified
or consented to by separate instrument in writing specifically referring hereto
and shall be binding upon all those parties who have excculted such a counterpart,

ratification, or consent hereto with the same force and effect as if all such




parties had signed the same document and regardless of whether or not it is exe-
cuted by all other parties owning or claiming an interest in the lands within the
above-described unit area.
IN WITNESS WHEREOF, the parties hereto have caused this agreement to be
executed and set opposite their respective names the date of execution.
UNIT OPERATOR & WORKING INTEREST OWNER:

MARATHON OIL COMPANY
Date AUS - 71963 By

I. G. Burrell, Divisiox; Manager -
P, 0. Box 3128, Houston, Texas, 77001 @

WORKING INTEREST OWNERQ; -
Date A&¢?M3/7{5/753

Date /521,(;;“5//,{, /8 &3

EEPEST SUN OI7, COMPANY "
e —— Agest and Atiorney in Fact VEeo=Rsswident 7
vate _Hugust 13 /93 Address: Lo Boy y¥fo

0H /s TexAs

AP T2 UNION OTL COMPANY OF CALIFORNTA
T - P
By (Al SNt i o
Seemedary 2 Attorney in Faot e acaident f&;}

) a, {g é /2_@_3 Address: _{glﬁ Ww. 7EXAS
W@AL____

W, M, BEARD, MRS, JESS McBER, JOHN M,
BEARD, & EMILY JO WATLS, d/b/a

REARD OIL bUMHﬂ”Y //
-~ , 2/ = 7
pate  [Alsi )7 JTLZ By /y;yvgaw%L
’ W, M, Beard, Acting Individually &
; As Attorney-in-Fact for Mrs. Jess
¥McBee, John M, Beard & Emily Jo Watts.
Address: BEARD OIL COMPANY
Sixth Floor, 2000 Classen
Date Oklahoma City 6, Oklahomg

EDWARD C, DONCHUE

Date

WILMA ELLIOTT DONOHUE

Address:
- 25 .



OVERRIDING ROYALTY INTEREST OWNERS :
Date _ﬁnf.u.d__w_—_/' &F W
R QF ANDERSQ
Date /QW;HA/”/.Q, 1742
Address: 930 Petroleum Club Building
Denver 2, Colorado
Date
EUGENIA BATE, a widow
Address: P. 0. Box 161
Santa Fe, New Mexico
Date
VOLA V, HORST BUNNEL, dealing in her
sole and separate oroperty.
Address: P. 0. Box 2059
Santa Fe, New Mexico
Date —
ARNOLD BUNTE
Date
ENID BUNIE
Address: 611 West Church
Roswell, New Mexico
Date
MAX H, CHRISTENSEN
Date
MARCELLA B, CHRISTENSEN
Address: 1116 Petroleum Life Building
Midland, Texas
Date 3
THOMAS CONNELL
Date EMILY K. CONNELL
Address: 538 Whitney Bank Building
New Orleans 12, Louisiana
ATTEST: DALPORT OIL CORPORATICN
Secretary By
Vice President
Date Address: 930 Fidelity Union Life Bldg.

Dallas, Texas

- 26 -




OVERRIDING ROYALTY INTFREST OWNERS:

[ Date

f CLARENCE E. HINKLE
i
3 Date
; LILLIAN T, HINKLE
Address: 407 North Washington Ave.
Roswell, New Mexico
Date
W. E. BURKSTALLER
Date -
JULICE G, BURKSTALLER
Address: 111 West Walnut Street
Roswell, New Mexico
Date
S. W. LODEWICK
Date
LAURA B. LODEWICK
Address: 305 North Missouri Avenue
Roswell, New Mexico
Date
BONNIE H. MATLOCK MORRISON, dealing
in her sole and separate property.
Address: 3 Park Road
Roswell, New Mexico
Date
IRWIN RUBENSTEIN
Address: 520 Dearfield Avenue
Silver Spring, Maryland
Date
CALDWELL J, SAUNDERS
Date
FAYE N, SAUNDERS
Address: 2515 Cambria
Dallas, Texas
Date
JOE SCHUTZ
Date

ROSINA SCHUTZ
Address: 116 Valley Drive

Santa Fe, New Mexico
- 27 -




Date

Late

Date

Date

Date

Date

OVERRIDING ROYALTY INTEREST OWNERS:

- 28 -

MICHAEL S. SHEARN, a single man
Address: 212 Schuster

El Paso, Texas

C. E. STOUT, a single man
Address: 212 Colorado Building

Denver, Colorado

GEORGE S. TURNER

EDNA K. TURNER
Address: 2003 West Indiana

Midland, Texas

HOOVER H. WRIGHT

BETTY RUTH WRIGHT
Address: P, 0, Box 2124

Santa Fe, New Mexico




THE STATE OF TEXAS X
X

COUNTY OF HARRIS ¥
strument was acknowledged before me this 7/7/4 day

The foregoing in
Division Manager of MARATHON OTL

of [oarauad . 1963, by I. G. BURRELL,
d
f of said corporation.

COMPANY, an Ohio corporation, on behal
-F\Q T é’-ﬁ.k L~

Notary Public in and for
Harris County, Texas.

My Conmission Expires
IRMA GREEN

Notary Public in and for Harris County, Texas
My Commission Expires June 1, 195

STATE OF Colpra A X
X
COUNTY CF e st V'€ -~ b

fbﬁe me this z;?;ﬁﬁ day
wife, JACQUELINE ANDERSON.
X/ v,/j;?2¢%9§2wﬁtlﬁézﬂf~
Morels 1987~ [/ Votary Public -/

of /&M/é}uﬂ-j’ ,

My Commission Expires

STATE OF W ¥
‘ b
COUNTY OF @M&%— X

The foregoing instrument was acknowledged before me this _/ —  day

///) .
of /C44;/,2¢4,4y¢>’ , 1963, by W. M. BEARD, Actin
o 4
orfi. M. BEARD, MRS. JES5S MCBEE, JOIT M, RFARD; & EMILY JO WATTS, d/v/a

Fact £
BEARD OTL COUMPANY. /9 —
4 - /
-t ‘ a‘iijjﬂf/
Notayy Public
My Commission Expires /(/ v/ é ¢

GiALE O PEANG I
3
¥

COUNTY OF __D9tus oo
trument was acknowledged before me this /3

Agent and Attorney in Feci
1963, by __ L E HILL S Reesident of SUN

g Tndividually & As Attorney-in-

day

The {oregoing ins

O£ _ :’!Z.’Jt!u'gf Py
0Tl COMPANY, a New Jersey corporation, on pehalf of said corporation.
ey
otary Public
My Commission Fupires _ £ 1 L _
ALF BURR

Notary Public in and fer
Dallas County, Texsa

=
R
T




THE GTATE OF TEXAS,

COUNTY OF MIDLAND,

The foregoing instrument was acknowledged before me this 8th day of
August, 1963, by JOHN HANSEN, Attorney in Fact of UNION OIL COMPANY

OF CALIFORNIA, a California corporation, on behalf of said corporation.,

/

/f\— /l a / |
ot kj />/{» (Elma H. Sloan)
Notary Public

My Commission Expires June 1, 1365.
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BOX CANYON UNIT AREA

EDDY COUNTY, NEW MEXICO

LEGEND

TRACT NUMBER

UNIT QUTULINE

FECERAL LAND 9,121.00 ACRES

[:] STATE OF NEW MEXICO LAND 1,399.48 ACRES

FEE LAND (UNLEASED)
TOTAL

40.00 ACRES
10,560.48 ACRES

®
s
(]

FEDERAL SERIAL NUMBERS
IMVOLVED IN UNIT
L0 A
KM-014979
Nk 024451
NM-02445!-A
WM - 029910
MM-0338%0
NM - 0396833
NM- 08254854
NW-035554
NM-056378
NM-067561-A
WM - 022567
Nu.n2tacn
NH-028450 A
NM-035551
H-033403
NM-0143487

PRCEERRORRERPO®ERV

2TATE LEASE NUMBERS

D x-9s2
2 k- 964
@ 03-786
& x-onr
FEC LAND

&)  uNLEASED

EXHIBIT A




EXHIBIT B
SCHEDULE SHOWING THE PERCENTAGE AND KIND
OF OWNERSHIP OF ALL LANDS IN THE
BOX CANYON UNIT AREA - EDDY COUNTY, NEW MEXICO

Effective July 11, 1953

Ao

LSRR §

Serial No. Basic
Tract Description No. of & Eff, Date Royalty & Overriding Royalty Working Intercst
Number of Land Acres of Lease Percentage Lessee of Record and Perceontage and_Per -entare
FEDERAiL. LANDS:
T-21-S, R-21~-E, NMPM
1 Sec. 20: E/2 1,520.00 1£-066030-A  USA - 12%%  Marathor 0il Caldwell J. Saunders Marathon 0il
Sec. 21: All 10-1-51 Company ot ux., Faye N. Company - aAll
Sec. 27: N/2 Ext. to : Saunders, $300.00
Sec. 28: NE/4; E/2 NW/4 8-31-63 (3) per acre out of 3.0000%
2 Sec, 19: NE/4 160.00 NM-014979 USA - 12%/  Edward C. Donochuc  None - Edward C. Doncluce
7-1-54 & Wilma Illiott & Wilma Elliou:
Ext. to Donohue Denohue - All
6-30-64 (2)
3 Sec. 27: SW/4 560.00 NM-024451 USA - 12%%  Bruce Anderson Vola V. dorst Bunnel, aruce Anderson -
Sec., 29: 5/2 NE/4; N/2 St/4 9-1-56 dealing in ber sole SC%: Beard Cil
Sec. 30: E/2 SE/4 Ext, to and scparate property  0.5000% Comnany - 307,
Sec. 33: WW/4 8-31-66 (2)
4 Sec. 28: §/2 1,440,00 NM-024451-A  USA - 12%%  Marathon Nil Sruce Anaeorson ot ux, thon Q11
Sec. 29: S/2 WW/4; SW/4; s/2 SE/4 9-1-55 Company Jacqueline Anderszoa - 2.5000% sany - ALl
Sec. 33: E/2; SW/4 Ext. to Vola V. Hdorst Sunnel,
Sec, 34: W/2 8-31-66 (2) dealing in hev sole
and scparate property 0. 5000%
3. 00007
5 Sec. 29: N/2 N/2 840.20 NM-029910 USA - 12%%  Marathon 0il Xone - Marathon Cid
Sec. 3: Lot 2 (T-22-8) 4-1-57 Company Company - All
Sec. 10: A1l  (T-22-S Ext. to

3-31-67 (2)




Choe 2

Serial No. Basgic
.Tract Description No. of & Eff. Date Rcyalty & Overriding Royalty Working Intevast
* Number of Land Acres of Lease Percentage Lessee of Record and Percentage and Percentooe
FEDERAL LANDS: (Cont'd)
T-21-S, R-21-E, NMPM
6 Sec., 27: SE/4 160.06 NM-033890 USA - 12%%  Union 0il Company W. E. Burkstaller ct Union 01l Cem-any
6-1-57 of California ux., Julice G. of Californic -
Ext. to Burkstaller - 3.0C000% All
5-31-67 (2) George S. Turner et
ux., Edna K. Turner - 0.2500%
3.2500%
7 Sec. 34: NE/4 480,00 NM-039883 UsSA - 12%%  Marathon 0il Joe Schutz et ux., Marathon 0il
Sec. 35: W/2 6-1-59 Company Rosina Schutz 3.0000% Company - All
8 Sec. 34: SE/4 520.05 NM-042546-A  USA ~ 12%%  Marathon 0il Eugenia Late, widow Marathon Oil
Sec. 3: Lot 1; SE/4 NE/4; 8-1-59 Company of Claude Bate, Company - All
NE/4 SEf4 (T-22-8) deceased 3.0000%
Sec, 11: WNW/4; B/2 SW/4 (T-22-8)
9 Sec. 20: NW/4; w/2 SW/4 280.00 NM-055394 USA - 12%%  Marathon 0i1 Dalport Cil Marathon 01l
Sec. 28: NW/4 WW/4 11-1-55 Company Corporation 3.00007% Company - ALl
10 Sec. 30: NE/4; W/2 SE/4 240,00 NM-056378 USA - 12%%  Sun 0il Counpany $750.00 per acre out Sun 0il Company -
11-1-59 of 3%, owned as follows: All

Clarence E. Hinkle et

ux., Lillian T. Hinkle- 0.8334%
Bonnie H. Matlock

Morrison, dealing in

her sole ard scparate

property - 0.8333%
S. W, Lodawick et ux.,

Laura B. Locewick - 0.8333%
Arnold Buate et ux.,

Enid Bunte: - 0.5000%

3.0000%




Pace 2
Serial No. Basic «
. Tract Description No. of & Eff. Date  Royalty & Overriding Royalty Worxing Interes:
* Number of Land Acres of Lease Percentage L:ssee of Record ana Percentage and Percentagc
FEDERAL LANDS: (Cont'd)
T-21-S, R~-21-E, NMPM
11 Sec. 19: SE/4 160.00 NM-067561-A USA - 12%%  Marathon 0i] C. E. Stoutr, a sinmgle Marathon 01l
2-1-60 Company man 3 0000% Compaay - Al
T-22-§, R-21-E, NMPM
12 Sec. 11: SE/4 320.00 wWM-022567 USA -~ 12%%  Marvathoun Oil Tnomas Cormell eor ux.. Meravaor Cil
Sec, 12: SW/4 7~-1-56 Company Emily K. Connell - 2.1230% Comrzany - &1L
Ext. to Irwin Rubensteia - 0.3750%
6-30-66 (2) 2.5000°
13 Sec. 3: W/2 SE/4; SW/4 NE/4 760.40 NWM-024450 ‘SA = 12%%  Bruce Anderzon Vola V. Horst Bunuel, Br.ce Anderscr -
Sec. 4: All 5<1-57 dealing in her sole 3¢ Beare O
Ext. to and separaite property 0.50007 (Ceommany - 207
4-30-67 (2)
14 Sec. 3: ZLots 3, 4: S/2 NW/4; 320.83 NM-024450-A  USA - 12%%  Marathon 0il Bruce Andarson et ux., Marathon Ol
SW/é 5-1-57 Company Jacqueline Anderson - 2.50007 Ceomnany - &L
Ext, to Vola V. Horst Bunnel,
4-30-67 (2) dealing in her sole
and separate property- 0.50007
3.00007%
15 Sec. 11: W/2 SW/4 80.00 NM-033738 USA - 12%%  Marathon 0il Michael Shearn, a Marathom Oil
- 6-~1-57 Company single man 3.0000% Company - Al:
Ext. to
5-31-67 (2)
16 Sec. 1: All 639.52 WM-035551 USA - 12%%  Marathon 0il None - Marathon 0il
2-1-58 Company Company - All

Ext. to
1-31-€8 (2)




Serial No. Basic
Tract Description No. of & Eff. Date Royalty & Overriding Royalty Working Interoact
Number of Land Acres of Lease Percentage Lessee of Record and Percentage angd Pevcentanc
FEDERAL LANDS: (Cont'd)
T-22-S, R-21-E, NMPM
17 Sec. 1l: SW/4 NE/4 40.00 NM-055408 USA - 12%%  Marathon 0il Hoover H. Wright et ux., Marathon 0il
1-1-61 Company Betty Ruth Wright 3.00007% Company - Al:
18 Sec. 11: N/2 NE/4; SE/4 NE/4 600,00 WM-0143487 USA - 12%% Marathon Cil Max H. Christensen et Marathon OL1
Sec. 12: N/2; SE/4 2-1-63 Company ux., Marcella B. Company - ALl

of Unit Area

18 Federal Tracts (Leased) comprising 9,121.00 Acres or 86.36918%

STATE LANDS:
T-21-5, R-21-E, NMPM

19 Sec. 20: E/2 sW/4
20 Sec. 32: All

T-22-5, R-21-E, NMPM

21 Sec. 2: All

22 Sec. 3: SE/4 SE/4

80.00

640.00

639,48

40,00

K-962
11-15-60

K-964
11-15-60

0G-786
4-16-~57

K-3217
4-16-63

State-12%%

State-12%%

State-12%7%

State-12%%

4 State Tracts (Leased) comprising 1,399.48 Acres or 13.25205% of Unit Area

FEE LANDS:
T-21-§, R-2i-E, NMPM

23 Sec. 28: SW/4 NW/4

40.00

1 Fee Tract (Unleased) comprising 40.00 Acres or 0.37877% of Unit Area

Marathon Cil
Company

Mavrathon 0il
Company

Marathon (il
Company

Marathon 0il
Company

Unleased

Christensen 3.0000%

None -

None _

None -

None -

Marathon 01l
Company - ALl

Marathon O1i
Company - All

Marathon Oil
Corpany =~ Al-

Marathon Ow:
Conpany - ALl
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ITULATTIO N :

18 Federal Tracts (Leased)
4 State Tracts (Leased)

1 Fee Tract ﬁcd~mmmmmv

Total

S—
————

test well o the

Tracts 2 and 23 are uncommitted

9,121.00 Acres 86.36916% of Unit Ar-a
1,399 48 Acres 13.25205% of Unit Arca

40,00 Acres

0.37877% of Tnit Area

10,560.48
2 q>n~,mm

————

100.000007,
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CERTIFICATE CF APPROVAL

BY CMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

BO.. CHIWE el
LU CORITY, v Mo

There having been presented to the undersigned Commissioner of
Public Lands of the State of New Mexico for examination, the attached
Agreement for the development and operation of acreage which is
described within the attached Agreement, dated _J. *5 1. 1963 ,
which has been executed or Is tc be executed by parties owning an
holding oll and gas leases and royalty interests in and under the

property described, and upon examination of sald Agreement, the Com=-
missioner finds:

{(a) That such agreement will tend to promote the
conservation of oil and gas and the better
utilization of reservolr energy in said area.

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

{c¢) That each beneficlary Institution of the State
of New Mexico will receive its fair and equi-
table share of the recoverable 0il and gas
under its lands within the area.

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

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

IN WITNESS WHEREOF, this Certificate of Approval is executed,
with seal! affixed, this a e day of i 195 .

CommisSicﬁer of Pu iicﬂiands

of the State of New Mexico




CO”SENT AND RATTFICATION OF
BOX CANYON UNIT AGREEMENT COVERING
LANDS IN THE BOX CANYON UNIT AREA,
EDDY COUNTY, NEW MEXICO

The undersigned, whether one or more, hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Box Canvon
Unit Area, embracing lands situated in Eddy County, New Mexico. which said Agree-

! ment is dated the 1lith day of July, 1963, and acknowledge that they have read the

same and are familiar with the terms and conditions thereof. The undersigned,
being the owners of overriding royalty interests in the lands or minerals embraced
in said Unit Area, do hereby commit all of their respective interests to the Box
Canyon Unit Agreement and do hereby consent thereto and ratify and agree to be
bound by all of the terms and provisions thereof exactly the same as if the under-

signed had executed the original of said Unit Agreement or a counterpart thereof.

IN WITNRFS!: WHEREQF, this instrument is executed by the undersigned as of

the date set forth in their respective ac

B E T e
L 2_‘45(7 R /// / -))”L,‘_lzlf._,(_,t/.:
-/

_( ,

STATE OF NEW MEXICO ¥
X
X
COUNTY OF _ CHAVES X
Tha foregsing lusiiument was acknowledged before me this 15thday of
July , 1963, by Clarence E. Hinkle and wifc, Liilian T. Hinkle
N g ank T
My Commission Expires: ), _“<by" ({{ .
/’/’ “’5 SV s
My Canymission Expires Oclober dls 1964 2 /Q ’krh,;’{ £
Mot are i\d‘ L
X (‘\‘,\
A .
. 1“.’ e !



STATE OF NEW MEXICO

X
X
COUNTY OF Santa Fe i

" “c, . The foregoing instrument was acknowledged before me this (Z day of

“\ Q‘ . “kl" ’ 1963’ by —WMT—-

0 : PR IR

' ﬁr Comibsio_n Expires: ‘ ‘ //M——}‘ég—\ 1/3
) or

U / L) Notary PWif{cAn and £

e o B s

o Ba N e
Uﬂll\. e WUIIL‘, 9y NGw IEI\L

4 rt r()‘)

STATE or NEW MEXICO X
X

qomn'? bro Santa Fe X

' '.‘ LAY ‘l‘ke foregoing instrument was acknowledged before me this “/jcday of

. ‘. N \ ' July y 1963, by _Hoover H. Wright and % wife, Betty Ruth Wright.
‘i -~ '? et . /

.l ) " . / - s
"fuy_ 1:7? / éé{z,/‘)?ﬁ'/&/
' L__? Notgky Pdblic in and fo

Santa Fe County, New MexY<o

\\
STATE OF NEW. MEXICO

wl yol >al

COUNTY OF Santa Fe

The foregoing instrument wa

before me this ___ ____ day of
July , 1963, by __ Vola 8t 8 married woman
dealing in her sole and

My ComissionM \
Nota ubiic in and for
/4 Santa Fe ty, New Mexico

STATE OF NEW MEXICO

|
1
COUNTY OF Chaves X
' [ ;- . [
v U0 The foregoing instrument was acknowledged before me this [C/? day of
" '.~Q'~--.~ v July » 1963, by S. W. Lodewick and his wife, Laura B. Lodewick.
.\\ ' v )

o’ My Co;nmission Expires: ~ Hﬁw ﬁl/ C. mt Zﬁ/
o fm L [ ¢ b v ) Notary Public in and r
NI 4 [ Chaves County, New Mexico

STATE OF NEMEAICO

X
COUNTY OF Chaves I -
The foregoing instM ged before me this day of

July , 1963, by _Arno nte and his wife, Enid Bunte.
My Commission Expires :/ \\
,/ : Notary Puhlic in and for
- Chaver Coynty, New Mexico
\\..




STATE OF _ NEW MEXICO X
v B
eOUNTY OF - Chaves X

The foregoing instrument was acknowledged before me this,gg day of

C e July iff ; » 1963, by _Arnold Bunte, g married man dealing in his

Notary Public in and for
Chaves County, New Mexico

STATE OF NEW MEXICO X
. _ I
" COUNTY OF Chaves X
ﬁ}L R;w: The foregoing instrument was acknowledged before me this ,éz day of
- July , 1963, by _W. E. Burkstaller and his wife, Julice G. ,
S ngkstaller. ~

¢;§ o :gfon Expires' //;:r<f‘, zf“;;rch ,/gkzci1 SQL

Lo L LI Notary Public in 4pd T6r

Chaves County, New Mexico

l.

C 0 u Wt
STATE OF NEW MEXICO X
X
COUNTY OF Chaves X

' 7/The foregoing instrument was acknowledged before me this S day of

-3'" Augu t » 1963, by Bonnie H. Matlock Morrison, a married woman

Chaves County,”New Mexico !
STATE OF ¥
1
COUNTY OF X
The foregoing Instrument was acknowledged before me this day of
e - , 1963, by .
Mer Cormiscien Fopires:” I
Notatry Publice
STATE OF X
1
COUNTY OF X

The foregoing instrument was acknowledged before me this day of
, 1963, by

My Cormission Expires:

Notary Pablie




CONSENT AND RA. IFICATION OF

BOX CANYON UNIT AGREEMENT COVERING

LANDS IN THE BOX CANYON UNIT AREA,

EDDY COUNTY, NEW MEXICO

The undersigned, whether one or more, hereby acknowledge receipt of a

copy of the Unit Agreement for the Development and Operation of the Box Cenyon

Unit Area, embracing lands situated in Eddy County, New Mexfco, which said Agree-

ment is dated the lltk day of July, 1963, and acknowledge that they have read the

same and are familiar with the terms and conditions thereof.

The undersigned,

being tlie owners of overriding rovalty interests in the lands or minerals embraced

in said Unit Area, do hereby commit all of their respective interests to the Box

Canyon Unit Agreement and do hereby consent thereto and ratify and agree to be

bound by all of the terms and provisions thereof exactly the same as if the under-

signed had executed the original of said Unit Agrzezmeuni or a counterpart thereof,

IN WITNESS WHEREOF, this instrument is executed by the undersigned as of

the date set forth in their respective acknowledgments.

é/z{g/;//ﬂ////LA \Zj/ 4 ,{/‘/(

‘/ ot ¢y ). J LA 1 ZL \ 2

" gdldwell J. Saunders

7

Faye N. Saunders

S{ATE OF TEXAS

i
1
COUNTY OF Dallas i

The foregoing instrument was acknowledged before me this 18th

July s 1963, by Caldwell J. Saunders and his wife, Faye N. Saunders,

day of

2515 Cambria, Dallas, Tasxas,

My Commissiorn Expires:

. i
y .

<

(=1~ G
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____(irJu ) Q ,f% :

Craa Pabl g

Dallas County,

HNPA T ren -

; )
in and
Texas.
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CONSENT AND RATIFICATION OF
BOX CANYON UNIT AGREEMENT COVERING
LANDS IN THE BOX CANYON UNIT AREA,
EDDY COUNTY, NEW MEXICO

The undersigned, whether one or more, hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Box Canyon
Unit Area, embracing lands situated in Eddy County, New Mexico, which said Agree-
ment is dated the llth day of July, 1963, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof. The undersigned,
being the owners of overriding royalty interests in the lands or minerals embraced
in said Unit Area, do hereby commit all of their respective interests to the Box
Canyon Unit Agreement and do hereby consent thereto and ratify and agree to be
bound sy all of the terms and provisions thereof exactly the saﬁe as if the under-
signed had executed the original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as of

the date set forth in their respective acknowledgments.

Dprevi B (Foe e

STATE OF TEXAS

1
X
COUNTY OF MIDLAND X

o

The foregoing instrument was acknowledged before me this éd 42 dey of

July , 1963, by Max H. Christenssn snd Marcella B. Christensemn,

hig wife.

My Comtnissiow -Fxpires:

2
N ‘.k. //’\// - . -
@ L G L retgs O it oy
- -t Ytary Puhlfe

AR

bt B p ’//
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CONSENT AND RATIFICATION OF
BOX CANYON UNIT AGREEMENT COVERING
LANDS IN THE BOX CANYON UNIT AREA,
EDDY COUNTY, NEW MEXICO

The undersigned, whether one or more, hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Box Canyon
Unit Area, embracing lands situated in Eddy County, New Mexico, which said Agree-
ment is dated the llth day of July, 1963, and acknowledge that they have resd the
scme and are familiar with the terms and conditions thereof. The undersigned,
being the owners of overriding royalty interests in the lands or minerals embraced
in said Unit Area, do hereby commit all of their res; ~tive interests to the Box
Canyon Unit Agreement and do hereby comsent thereto and ratify and agree to be
bound by all of the terms and provisions thereof exactly the sume as if the under-
signed had executed the original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREQOF, this instrument is executed by the undersigned as of

the date set forth in their respective acknowledgments.

STATE OF NEW MEXICO j
X
counry oF SANTA FE X
The ftoregoiig iustvumcont wae acknowledzed before me this 19th day of
_ July , 1953, by ¥ _Vola Horst Bunnel a married woman dealing
in a
,,,,,,,,,,, | /
. ’ S 3 Ui e
i ﬁy &ommissidg.Expires: ‘
S v
B A -
: lZ’ngruary*zlSl,_'l%S PR ,-‘/Z»"'\/, -,
f e v Kotary’ Public d
oy A\ g =" !
v, Ty E£loy F. Sanchez
‘o <
P .
“, s c'. ]
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CONSENT AND RATIFICATION OF
BOX CANYON UNIT AGREEMENT COVERING
LANDS IN THE BOX CANYON UNIT AREA,
EDDY COUNTY, NEW MEXICO

The undersigned, whether one or more, hereby acknewledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Box Canyon
Unit Area, embracing lands situated in Eddy County, New Mexico, which said Agree-
ment is dated the llth day of July, 1963, and acknowledge that they have read the
game and are familiar with the terms and conditions thereof. The undersigned,
being the owners of overriding royalty interests in the lands or minerals embraced
in said Unit Area, do hereby commit all of their respective interests to the Box
Canyon Unit Agreement and do hereby consent thereto and ratify and agree to be
bound by all of the terms and provisions thereof exactly the same as if the under-
signed had executed the original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrumeut is executed by the undersigned as of

the date set forth in their respective acknowledgments.

‘.-,l" .
\5 “-\Lﬁ:\
\" - .b‘.‘..'l. .'}\
. " .

2 D .

M
W. L. Todd, Jr. - Prestdent

, ;, Secretary

STATE OF TEXAS

i
X
COUNTY OF PDailas 1

The foregoing instruueuni was 2o¥rowledged before me this 2¢2nd  day of

July , 1963, by W. L. Todd, Jr., President of DALPORT OLL CGCRPORATION,

a Delaware Corporation,'on behalf of said corporation.

R
e,
A

:ﬁf'Géﬁﬂiséion Expires:
- S )

-~ s

-

Iy

N

Notary Public in and fo
i . Dallas County, Texas '



CONSENT AND RATIFICATION OF

BOX CANYON UNIT AGREEMENT COVERING
LANDS IN THE BOX CANYON UNIT AREA,
EDDY COUN1Y, NEW MEXICO

The undersigned, .wvhether one or more, hereby acknc vledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Box Canyon
Init Area, embracing lands esituated in Eddy County, New Mexico, which said Agree-
ment is dated the 1llth day of July, 1963, and acknowledge that they have read the
same and are familiar with the terms and ccnditions thereof. The undersigned,
being the owners of overriding royalty interests in the lands or minerals embraced
in said Unit Area, dc hereby commit all of their respective interests to the Box
Canyon Unit Agreement and do hereby consent thereto and ratify and agree to be
bound by all of the terms and provisions thereof exactly the same as if the under-
signed had executed the original of said Unit Agreement or a counterpart thefeof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as of

the date set forth in their respective acknowiedgmentis.

7
QJLL%VL /y‘//"—e <. A’J,ZLW >

fﬂwin Rubenstein

7N

Y -/

STATE OF A ey lioo [N/

>0 o 3t

/‘ﬂ e , "
comry v /Sl 4L S

The foregoing instrument was acknowledged before me this/42?¢/ﬂi\day of

July , 1963, by Irwin Ruvenstein, a married man dealing in his sole

and separate property.

[NSRTY

My Commission Expires: IRV

. NN !

."‘\\-\ ~
Ny e Son Bagires June 15, 1966 . "\ e
v\, /\'7 ) o ‘A ~ .l . Lo )

Tntary FobITe " ] ‘
( . - {l, ¥ L




CONSENT AND RATIFICATION OF
BOX CANYON UNIT AGREEMENT COVERING
LANDS IN THE BOX CANYON UNIT AREA, i
EDDY COUNTY, NEW MEXICO

The undersigred, whether one or more, hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Box Canyon
Unit Area, embracing lands situated in Eddy County, New Mexico, which said Agree-
ment is dated the llth day of July, 1963, and acknowledge that they have read *he
same and are familiar with the terms and conditions thereof. The undersigned,
being the owners of overriding royalty interests in the lands or minerals embraced
in said Unit Area, do hereby commit all of their respective interests to the Box
Canyon Unit Agreement and do hereby consent thereto and ratify and agree to be
bound by all of the terms and provisions thereof exactly the same as ifi the under-
signed had executed the original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as of

the date set forth in their respective acknowledgments.

)/“ /L/[:ta—/

C E. Stout
STATE OF CALIFORNIA }
. COUNTY OF
83
~ Sgn Dieno N
on... July 23, 1963 . acknowledged before me this _____ day of

before me, the undnrsvgnsd ) No?ary Pub“c h 1nd for u'ld

)
]
E > County and State, personally appesrad...................... bk, & single man, 614 Colorado Building,
B 1loxado,
2L
=
b
ohg
s -
2§
£ h‘owh 15 meha be 7h» peuan ........ whote pame.
’;ubsrﬁb of 1o thae M?hm In!lrum-\m and scbnnadadged 1n me Hobary Public in and for
, i h o Nenver County Cntorado
thara oy, 0€ R
P W . —oo..@xecUted the same.
WITNESS myf hnhd’amtuﬁkisl leni 7 Pl
P
&m,“/f_m: ...... R A R «4?A(uau
PRECOUJA T H . bhlic In and for vald County and State. ”
) My vamiuden Bxpires Mag €, 1987




CONSENT AND RATIFICATION OF
BOX CANYON UNIT AGREEMENT COVERING
LANDS IN THE BOX CANYON UNIT AREA,
EDDY COUNTY, NEW MEXICO

The undersigned, whether one or more, hereby acknowledge receipt of a
copy of the 'nit Agreement for the Development and Operation of the Box Canyon
Unit Area, embracing lands situated in Eddy County, New Mexico, which said Agree-
ﬁent is dated the llth day of July, 1963, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof. The undersigned,
being the owners of overriding royalty interests in the lands or minerals embraced
in said Unit Area, do hereby commit all of their respective interests to the Box
Canyon Unit Agreement and do hereby consent thereto and ratify and agree to be
bound by all of the terms and provisions thereof exactly the same as if the under-
signed had executed the original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as of
the date set forth in their respective acknowledgmenis.

5 N -
% : - N\A
S LA S Vot W ~J (o _\2

T Eugenia Bate

i
\. A—;B

STATE OF " ARIZONA ¥
T D s X
COUNTY OF avapai ¢ X
'*%“imhe foregoing instrument was acknowledged before me this \/3 = day of

e, £ r,

L. uly 2, 1363, by Fugenia Bate, widow of Claude Bate, deceased,
Ly oI PR Sunishtatig T
0 e P. 0. Box 86, Mayer, Arizona.
N Vi

- L D VI O

o o

f) v

s 2 t20s | Y

tntary FPublic jyn and for
A13rs oy, Y¥avapai County, Arizona
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CONSENT AND RATIFICATION OF

BOX CANYON UNIT AGREEMENT COVERING
LANDS IN THE BOX CANYON UNIT AREA,
EDDY COUNTY, NEW MEXICO

The undersigned, whether one or more, hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Box Canyon
Unit Area, embracing lands situated in Eddy County, New Mexico, which said Agree-
ment is dated the 1llth day of July, 1963, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof. The undersigned,
being the owners of overriding royalty interests in the lands or minerals embraced
in said Unit Area, do hereby commit all of their respective interests to the Box
Canyon Unit Agreement and do hereby consent thereto and ratify and agree to be
bound by all of the terms and provisions thereof exactly the pame as if the under-
signed had executed the original of said Unit Agfeement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed oy the undersigned as of

-

the da;zQset forth in their respective acknowledgments.
7

1//‘L£él#6/ﬁ€//g/~xg 1211,2,)x,ﬂ{

e '

Vo / George S. Turner Edna K. Turnmer )
STATE OF TEXAS ¥
X
COUNTY OF Midland I
D

the toregoing instrument was acknowledged hefore me tnis ééﬁ’ < day of

July , 1963, by George S. Turner and his wife, Edna K. Turner,

....... .,

x”Hy'Comﬁiisihn Expires:

RNt Aok S fed

\

N ' Notary Public in and for
. '_va.‘s: Midland County, Texas
Vg ,', , |;| ‘\\ B
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CONSENT AND RATIFICATION OF
BOX CANYON UNIT AGREEMENT COVERING
LANDS IN THE BOX CANYON UNIT AREA,
EDDY COUNTY, NEW MEX1CO

The underszigned, whether one or more, hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Box Canyon
Unit Area, embracing lands situated in Eddy County, New Mexico, which said Agree-
ment is dated the 1llth day of July, 1963, and acknowledge that chey have read the
same and are familiar with the terms and conditions thereof. The undersigned,
being the owners of overriding royalty interests in the lands or minerals embraced
in said Unit Area, do hereby commit all of their respective interests to the Box
Canyon Unit Agreement and do hereby consent thereto and ratify and agree to be
bound by all of the terms and provisions thereof exactly the same as if the under-
signed had executed the original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as of

the date set forth in their respective acknowledgments.

Mo ae 0 St ou

Michael Shearn

STATE CF TEXAS

X
X
COUNTY OF El Paso i

The foregeoing instrument was acknowledged before m

July .+ 1963, by Micuael Snearn, & singie man.

My Commission Expires:
Doiorse Rwos, Wolaey Pyblle

I And For € Paas o ¥ / 4 ,'/: 7 }
TT,1LkmmnnLuu-J:Ll:;._ziéi::___________ //Z547ﬁ4%71422/ [C;%g;éfévj

. } Notary Public jin and for
e ST El Paso County, Texas




CONSENT AND RATIFICATION OF
BOX CANYON UNIT AGREEMENT COVERING
LANDS IN THE BOX CANYON UNIT AREA,
EDDY COUNTY, NEW MEXICO

The undersigned, whether one or more, hereby acknowledge receipt of a
copy of the Unit Agreement for the Development and Operation of the Box Canyon
Unit Area, embracing lands situated in Eddy County, New Mexico, which said Agree-
ment is dated the llth day of July, 1963, and acknowledge that they have read the
same and are familiar with the terms and conditions thereof. The undersigned,
being the owners of overriding royalty interests in the lands or minerals embraced
in said Unit Area, do hereby commit all of their respective interests to the Box
Canyoi Unit Agreement and do hereby consent thereto and ratify and agree to be
ﬂound by all of the terms and provisions thereof exactly the same as if the under-
signed had executed thé original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as of

Qa //{/forth in/caﬂir respgective acknowledgments.
Thomas Connell !2 )

STATE OF Louisiana X
PARISH X
AARAXL OF Orleans ¥

The foregoing iueliumcnt wos 2cbneuwledeed hefore me this) 9/ 4 day of

July , 1963, by Thomas Connell and his wife, Emily K, Connell,

11117 State Street, New Orleans 18, Louisiana.

My anw1331on Expires:

g

e A Z ¢ -7 e
. (\LL r.;,(( e Lh . et @ €N oS 1o . Y

e P Notary Public in and for
o o zt. Orleans Parish, Lonisiana
TN .o
A '
Y L




UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
BOX CANYON UNIT AREA
COUNTY OF EDDY
STATE OF NEW MEXICO
NO,

THIS AGREEMENT, entered into as of the 11th _ day of July

b

1963, by and between the parties subscribing, vatifying, or consenting hereto, and
herein referred to as the "parties hereto,"

WHEREAS, the parties hereto are the owners of working, royalty, or cther
0il and gas interests in the unit area subject to this agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as
amended, 30 U, S. C. Secs. 181 et seq., authorizes Federal lessees and theirc repre-
sentatives to unite with each other, or jointly or separately with others, in col-
lectively adopting and operating a cooperative or unit plan of development or
operation of any oil or gas pool, field, or lilke area, or any part thereof for the
purpose of wore properly comserving the natural resources thereof whenever deter -
mined and certified by the Secretary of the Interior to be necessary or advisable
in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 7-11-39 N.M. Statutes 1953 Annotated)
| to consent to or approve this agreement on behalf of the State of New Mexico, in-
sofar as it covers and includes lands and mineral interests of the State of New
Mexico; and

WHEREAS, the 0il Counservation Commission of the State of New Mexico is
authorized by an act of the Legislature (Chapter 72, Laws of 1935, as amended by
Chapter 193. Laws of 1937, Chanter 166. Lawe of 1941. and Chapter 168. Laws of
1949) to approve this agreement and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the Box Canyon
Unit Area covering the land hereinafter described to give reasonably effective
control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural re-

sources, prevent waste, and secure other benefits obtainable through development

BEFORE FXAMINER UTZ
(J[L o St ’“':rﬁfA|§€J(3fd
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and operation of the area subject to this agreement under the terms, conditions
and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises ana the promises herein
contained, the parties hereto commit to this agreement their respective interests
in the below-defined unit area, and agree severally among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February
25, 1920, as amended, supra, and all vali¢ pertinent regulations, including operat-
ing and unit plan regulations, heretofore issued thereunder or valid, pertinent,
and reasonable regulations hereafter issued thereunder are accepted and made a
part of this agreement as to Federal lands, provided such regulations are not in-
consistent with t.'e terms of this agreement; and as to State of New Mexico lands,
the 0il and gas operating regulations in effect as of the effective date hereof
governing drilling and producing operations, not inconsistent with the terms here-
of or the laws of the State of New Mexico are hereby accepted and made a part of
this agreement.

2. 7UNIT AREA. The following~described land is hereby designated and

recognized as coustituting the unit area:

T-21-5, R-21-E, N.M.P.M. T-22-S, R-21-E, N,M,P.M.
Sec. 19: E/2 Sec. 1: All
Sec. 20: All Sec. 2¢ All
Sec. 21: All Sec. 3: All
Sec. 27: All Sec. 4: All
Sec. 28: All Sec.10: All
Sec. 29: ALL Cec . 11+  All
Sec. 30: E/2 Sec.12: All

Sec. 32: All
Sec. 33: All
Sec. 34: All
Sec. 35: W/2

Containirg 10,560.48 acres, more or less.

Exhibit A attached hereto iz 2 map showing the unit area and the bound-
aries and identity of tracts and leases in said drea v the extert bnown to the
Unit Operator. Exhibit B attached herete is a schedule showing to the extent
known to the Unit Operatvor the acreage, percentage, and kind of ownership of oil

and gas interests in all land in the unit area. However, nothing herein or in

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

-9 -




to the ownership of any interest other than such interest cor interests as are
shown in said map or schedule as owned by such party. Exhibits A and B shall be
revised by the Unit Operator whenever changes in the unit area render such revi-
sion necessary, or when requested by the 0il and Gas Supervisor, hereinafter re-
ferred to as "Supervisor," cr when requested by the Commissioner of Public Lands
of the State of New Mexico, hereinafter referred to as "Land Commissioner," and
not less than six (6) copies of the revised exhibits shall be filed with the
Supervisor, and one (1) copy thereof shall be filed with the Land Commissioner and
one (1) copy with the New Mexico 0il Conservation Commission, hereinafter referred
to as "Conservation Commission."

The above-described unit area shall when practicable be expanded to in-
clude therein any additional tract or tracts regarded as reasonably necessary or
advisable for the purposes of this agreement, or shall be contracted to exclude
lands not within any participating area whenever such expansion or contraction is
necessary or advisable to conform with the purposes of this agreement. Such ex-
pansion or contraction shall be eftfected in the following manmer:

{a) tUnii Operator, on its own motion or on demand of the Director of
the Geological Survey, hereinafter referred to as "Director," or on demand of the
Land Commissioner, after preliminary concurrence by the Director, shall prepare a
notice of proposed expansion or contraction describing the contemplated changes in
the boundaries of the unit area., the reasons therefor, and the pronnced sffoctive
date thereof, preferably the first dav of a month subsequent to the date of mnotice.

(b) Said notice shall be delivered to the Supervisor, the Land Commis-
sioner and the Conservation Commission and copies thereof mailed to the last known
address of each working interest cwner, lessee, and leczsor whose interests arc af-
........ thiviy (36) days will be allowed for submissioan to the Uait
Operafor of any objections.

(c) Upon expiration of the 30-day period provided in the preceding item
(b) hereof, Unit Operator shall file with the Supervisor, the Land Commissioner
and the Conservation Commission evidence of mailing of the notice of expansion or

contraction and a copy of any objections thereto which have been filed with the




Unit Operator, together with an application in sufficient number, for approval of
such expansion or contraction and with appropriate joinders.

(d) After due consideration of all pertinent information, the expansion
or contraction shall, upon approval by the Director, the Land Commissioner and the
Conservation Commission, become effective as of the date prescribed in the notice
thereof.

(e) All legal subdivisions of unitized lards (i.e., 40 acres by Govern-
ment survey or its nearest lot or tract equivalent in instances of irregular sur-
eys; however, unusually large lots or tracts shall be considered in multiples of
40 acreg, or the nearest aliquot equivalent thereof, for the puiposc of elimina~
tion under this subsection), no parts of which are entipled to be in a participat-
ing area within five (5) years after the first day of the month following the ef-
fective date of the first initial participating area established under this unit
agreement, shall be eliminated automatically from this agrecment, effective as of
the first day thereafter, and such lands shall no longer be a pari of the it
areaz and shaii no longer be subject to this agreement, unless at the expiration of
said 5-year period diligent drilling operations are in progress on unitized lands
not entitled to participation, in which event all such lands shall remain subject
hereto for so long as such drilling operations are continued diligently, with not
more than 90 days' time elapsing between the completion of one such well and the
commence.~nt of the next such well, ex __.o that the tiue allowed bhetween such
wells shall not expire earlier than 30 days after the expiration of any period of
time during which drilling operations are preveanted by a matter beyond the reason-
able control of unit operator as scu. forth in the section hereof entitled "Unavoid-
able Delay;" provided that all legal subdivigions of lands not in a parificipating
arca and not eatitled to become pavticipatring under the applicable provisions or
this agreement within ten (10) years after said first day of the moanth following
the effective date of said first initial participating area shall be eliminated as
above specified. Determination of creditable "Unavoidable Delay" time shall be
made by unit operator and subject to approval of the Director and the Land Commis-

sioner, The unit operator shall, within 90 days after the effective date of any
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elimination hereunder, describe the area so eliminated to the catisfaction of the
Director and the Land Commissioner and promptly notify all parties in interest.

If conditions warrant extension of the 10-year period specified in this
subsection 2 (e), a single extension of not to exceed 2 years may be accomplished
by consent of the owners of 907 of the current unitized working interests and 60%
of the current unitized basic royalty interesﬁs (exclusive of the basic royalty
interests of the United States), on a total-nonparticipating-acreage basis, re-
spectively, with approval of the Director and the Land Commissioner preovided such
extension application is submitted to the Land Commissioner and the Director not
later than 60 days prior tc the expiration of said 10-year periced.

Any expansion of the unit area pursuant to this section which emhraces
lands theretofore eliminated pursuant to this subsection 2 (e) shall not be con-
sidered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES., All land committed to this
agreement shall constitute land referred to herein as "unitized land" or "land
subject to this agreement," All oil and gas in any and all formations of the uni-
tized land are unitized under the terms of this agreement and herein are called
"unitized substances."

4. UNIT OPERATOR. Marathon Oil Company is hereby designated as Unit
Onerator and by signature hereto as Unit Operator commits to this agreement all
interests in unitized substances vested in it and agrees and consents to accept
the duties and obligations of Unit Operstor for the discovery, development and pro-
duction of wnibized substances as herein provided. Whenever refereuce is made
herein to the Unit Operator, such reference means the Unit Operator acting in that
capacity and not as an owner of interest in unitized substances, and the term
"working intevest cwnor' when used herein shall include or refer to Unit Operator
as the owner of a working interest when such an intevest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. VUnii Operator shall have
the right to resign at any time prior to the establishment of a participating area
or areas hereunder, but such resignation shall not become effective so as to re-

lease Uait Operator from the duties and obligations of Unit Operator and terminate

W
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Unit Operator's rights as such for a period of 6 months after notice of intention

to resign has been served by Unit Operator on all working interest owners and the
Director, the Land Commissioner and Conservation Commission and until all wells
then drilled hereunder are placed in a satisfactory condition for suspension or
abandomrment whichever is required by the Supervisor as to Federal lands and by the
Conservation Comnission as to State lands unless a new Unit Operator shall have
been selected and approved and shall have taken over and assumed the duties and
obligations of Unit Operator prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner and subjact
to like limitations, as above provided, at any time a participating area estab-
lished hereunder is in existence, but, in all instances of resignation or removal,
until a successor unit operator is selected and approved as hereinafter provided,
the working interest owners shall be jointly responsible for performance of the
duties of unit operator, and shall not later than 30 days before such resignation
or removal becomes effective appoint a common agent to represent them in any ac-
tion to be taken hereunder.

The resignation of Unit Operator shall not release Unit Operator from
any liability for any default by it hereunder occurring prior to the effective
date of its resignation.

The Unit Operator may, upon default or failure in the performance of its
duties or obligations hereunder, be subject to removal by the ssme percentage vote
of the owners of working interests determined in like maaner as herein provided
for the selection of a new Unit Operator. Such removal shall be effective upon
notice thereof to the Director and the Lasnd Commissioner.

The resignation or removal of Unit Operator under this agreement shall
not terminate its right, titie, or intere3§ as the owvmer of a working interest or
other interest in unitized substances, but upon tne resignation or removal of Urnit
Operator becoming effective, such Unit Operator shall deliver possession of all
equipment, materials, and appurtenances used in conducling the unit operstions and
owned by the working interest owaers to the new duly qualified successor Unift Oper-

ator or to the owners thereof if no such new Unit Operator is elected, to be uszed




for the purpose of conducting unit operations hereunder. Nothing hercin shall be
construed as authorizing removal of any material, equipment and appurtenances
needed for the preservation of any wells,

6. SUCCESSOR UNIT OPERATQOR. Whenever the Unit Operator shall tender
his or its resignation as Unit Operator or shall be removed as hereinabove pro-
vided, or a change of Unit Operator is negotialed by working interest owners, the
owners of the working interests in the participating area or areas according to
their respective acreage interests in such participating area or areas, or, until
a participating area shall have been established, the owners of the working inter-
ests according to their respective acreage interests in all unitized land, shall
by majority vote select a successor Unit Operator: Provided, that, if a majority
but less than 75 per cent of the working interests qualified to vote are owned by
one party to this agreement, a concurring vote of one or more additional working
interest owners shall be required to select a new operator. Such selection shall
not become effective until:

{a) a Unit Operator so selected shall accept in writing the duties and
vesponsibilities of Unit Operator, and

() the selection shall have been filed with the Supervisor and ap-
proved by the Land Commissioner. 1If no successor Uait QOperator is selected and
qualified as herein provided, the Director and Lsnd Commissioner at their election
may declare this unit agreement terminated.

7. ACCOUNTING PROVTSTONG AND UWIT OPERALING AGREEMENT. If the Unit
Operator is not the sole owner of working intevests. costs and expeases incurred

y Unit Operator in conducting unit opevations hereundev shall be paid and appor-
tioned among and borne by the owners of working interests, all in accordsuce with
the agreement or agreements entered into by and between the Unit Operator sad the
vwiters or working intevests, whether one or more, separately or collcotiveiv. Ay
agreement or agreements entered into beiween the working ialerest owners and the
Unit Operator as provided ian this section, whether one or more, are hercia refer -
red to as the "“unit operating agreemeat.," Such uait operating agreement shall also

provide the mamner in which the working interest owner:s shall be entitled to




receive their respective proportionate and allocated chare of the banef
ing hereto in conformity with their underlying operating agreements, leases, or

other independent contracts, and such other rights and obligations as between Unit

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

and the working interest owners; however, no such unit operating agreement shall
be deemed either to modify any of the terms and conditions ¢f this unit agreement
or to relieve the Unit Operator of any right or obligation established under this
unit agreement, and in case of any inconsistency or conflict between the unit
agreement and the unit operating agreement, this unit agreement shall prevail.
Three (3) true copies of any unit operating agreement executed pursuant to this
section should be filed with the Supervisor and one (1) true copy with the Land
Commissioner, prior to approval of this unit agreement by the Director.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specif-
ically provided herein, the exclusive right, privilege, and duty of exercising any
and all rights of the parties hereto which are necessary or convenient for pros-
pecting for, producing, storing, allocatirg, and distributing the unitized sub-
stances are hereby delegated to and shall be exercised by the Unit Operator as
herein provided. Acceptable evidence of title to said rights shall be deposited
with said Unit Operator and, together with this agreement, shall constitute and
define the rights, privileges, and obligations of Unit Operator. Nothing herein,
however, shall be construed to traunsfer title to any land or to any lease or
operating agreement, it being understood that under this agreement the Unit Oper-
ator; in ites capacity as Unit Onerator, shall ewerrice the rights of noggession
and use vested in the parties hereto onlv for the purposes herein specified,

9. DRILLING TO DTSCOVERY. UWithin 6 months afier the effective date
hereof, the Unit Operator shail begin to drill an adequate test well at a location
approved by the Supervisor if on Federal land or by the land Commissioner if on
State Land, or by the Conservation Commission if on privately owned land, unless
on such effective date a well is being drilled conformably with the terms hereof,
and thercafter continue such drilling diligently until the Devonian {ormatious

have been tested or until at a lesser depth unitized substances shall be discovered
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which can be produced in paying quantities (to wit: quantities sufficient to re-
pay the costs of drilling, and producing operations, with a reasonable profit) or
the Unit Operator shall at any time establish to the satisfaction of the Super-
visor if on Federal land, of the Land Commissioner if on State land, or of the
Conservation Commission if on privately owned land, that further drilling of said
well would be unwarranted or impracticable, provided, however, that Unit Operator
shall not in any event be required to drill said well to a depth in excess of
9.600 feet. Until the discovery of a deposit of unitized substances capable of
being produced in paying quantities, the Unit Cperatcr shall continue drilling
diligertly one well at a time, allowing not more than 6 months between the com-
pletion of one well and the begimning of the next well, until a well capable of
producing unitized substances in paying quantities is completed to the satisfac-
tion of said Supervisor if it be on Federal land or of the Land Commissioner if on
State land or the Conservation Commission if on privately owned land or until it
is reasonably proved that the unitized land is incapable of producing unitized

ubstances in paying quantities in the formations drilled hereunder. Nothing in

[}

this section shall be deemed to limit the right of the Unit Operator to resign as
provided in Section 5 hereof, or as requiring Unit Operator to commence or continue
any drilling during the period pending sucl: resignation becoming eifective in
vrder Lo coumply with quirements of this section. The Nirector and Land
Conmissioner may modify the drilling requirements of this section by granting
reasonable extensions of time when, in their opinion, such action is warranted.

Upon failure to comply with the drilling provisions of this section, the
Director and Land Commissioner may, after reasonavle notice to the Unit Opevator,
and each working interest owner, lessee, and lessor at their last known addresses,
declarc this unit agreemeut terminated.

10, PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months aftcr
completion of a well capable of producing unitized substances in paying quantities,
the Unit Operator shall submit for the approval of the Supervisor and the Land

Commissioner an acceptable plan of development and operation for the unitized land

which, when approved by the Supervisor and the Land Commissioner, shall consgtitute




the further drilling and operating obligations of the Unit Operator under this
agreement for the period specified therein. Thereafter, from time to time before
the expiration of any existing plan, the Unit Operator shall submit for the ap-
proval of the Supervisor and the Land Commissioner a plan for an additional
specified period for the develcpment and operation of the unitized land. Any
plan submitted pursuant to this section shall provide for the exploration of the
unitized area and for the diligent drilling necessary for determination of the
area or areas theveof capable of producing unitized substances in paying quanti-
ties in each and every productive formation and shall be as complete and adequate
as the Supeivisor and the Land Commissioner may determine to be necessary for
timely development and proper conservation of the oil and gas resources of the
unitized area and shall:

(a) specify the number and locations of any wells to be drilled

s

and the proposed order and time for such drilling; and
(b) to the extent practicable specify the operating practices
regarded as necessary and advisable for proper conservation of natural
resources.
Separate plans may be submitted for separate productive zones, subject to the ap-
proval of the Supervisor and the Land Commissioner.

Plans shall be modified or supplemented when necassary to meet changed
conditions or toc protect the interests of all parties to this agreement. Reason-
able diligence shall be exercised in complying with the obligations of the approved
plan of development., The Supervisor and Land Commissioner are authorized to grant
a reasonable extension of the 6-month period herein prescribed for submission of
an initial plan of development where sueh action is ificd beocause of wiusual
conditions or circumstances. After completion hereunder of a well capable of pro-
ducing any unitized substance in paying quantities, no further wells, except such
as may be necessary to afford protection against operations not under this agree-
ment or such as may be specifically approved by the Supervisor aand the Land Com-

missioner, shall be drilled except in accordance with a plan of development ap-

proved as herein provided.




11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable
of producing unitized substances in paying gquantities or as soon thercafter as
required by the Supervisor or the Land Commissioner the Unit Operator shall submit
for approval by the Director and the I.and Commissioner a schedule, based on sub-
divisions of the public-land survey or aliquot parts thereof, of all unitized land
then regarded as reasonably proved to be productive of unitized substances in pay-
ing quantities; all lands in said schedule on approval of the Director and the Land
Commissioner to constitute a participating area, effective as of the date of com-
pletion of such well or the effective date of the unit agreement, whichever is
later. The acreages of both Federal and non-Federal lands shall be based upon ap-
propriate computations from the courses and distances shown on the last approved
c-land survey as of the effective date of the initial participating area.
Said schedule also shall set forth the percentage of unitized substances to be al-

located as herein provided to each unitized tract in the participating area so

the participating area becomes effective. A separate participating area shall be
established in like manner for each separate pcol or deposit of unitized substances
or for any group thereof produced as a single pool or zone, and any two or more
participating areas so established may be combined into one with the consent of

the owners of all working interests in the lands within the participating areas

so to be combined, on approval of the Dirvector and the Land Commissiomer. The
participating area or areas so established shall be revised from time to time, sub-
ject to 1like approval, whenever such action appears proper as a result of further
drilling operations or otherwise, to include additional land then reg@rded as
reasonably proved to be productive in paying quantities, or to exclude land then
regavded as reasonably proved not toc be productive in paying quantities and the
percentage of allocation shall also be revised accordingly. The effective date of
any revision shall be the first of the month ia whicn is obtained the knowledg. or
information on which such revision is predicated, provided, however, that a more
appropwiate eiflective date may be uced If juctificd by the Unit Operator and ap-

proved by the Director and the Land Commissioner. No land shall be cxcluded from




a participating area on account of depletion of the unitized substances.

1¢ 1s the intent of this section that a participating area shall repre-
sent the area known or reasonably estimated to be productive in paying quantities;
but, regardless of any revision of the participating area, nothing herein contained
shall be construed as requiring any retroactive adjustment for production obtained
prior to the effective date of the revision of the participating area.

In the absence of agreement at any time between the Unit Operator and
the Director and the Land Commissioner as to the proper definition or redefinition
of a participating area, or until a participating area has, or a:eas have, been
established as provided herein, the portion of all payments affected thereby may
be impounded in a manner mutually acceptable to the owners of working interests,
except royalties due the United States and the State of New Mexico, which shall be
determined by the Supervisor for Federal lands and the Land Commissioner for State
lands and the Conservation Commission as to privately owned lands and the amount
thereof deposited, as directed by the Supervisor and the Land Commissioner re-
spectively, to be held as unearned money until a participating area is finally ap-
proved and then applied as earned or returned in accordance with a determination
of the sum due as Federal and State royalty on the basis of such approved partici-
pating area.

Whenever it is determined, subject to the approval of the Supervisoyi, as
fo weils drilled on Federal land and of the Land Commissioner as to wells drilled
on State land and the Conservation Commission as to wells on privately owned lands,
that a well drilled under this agreement is not capable of production in paying
quantities and inclusion of the land on which it is situated in a participating
area is unwarranted, production from such well shall, for the purposes of settle-
ment among all parties other than working interest owners, be allocated tfo the
land on which the well is located so long as such land is not within a participat-
ing area established for the pool or deposit from which such production is ob-
tained. Settlement for working interest benefits from such a well shall be made
as provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced from
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each participating area established under this agreement, except any part thereof
used in conformity with good operating practices within the unitized area for
drilling, operating, camp and other production or development purposes, for re-
pressuring or recycling in accordance with a plan of development approved by the
Supervisor, and Land Commissioner and the Comnservation Commission, or unavoidably
lost, shall be deemed to be produced equaily on an acreage basis from the several
tracts of unitized land of the participating area established for such production
and, for the purpose of determining any benefits accruing under this agreement,
each such tract of unitized land shall have allocated to it such percentage of
said production as the number of acres of such tract included in said participai-
ing area bears to the total acres of unitized land in said participating area,

allocation of production hereunder for purposes other than for settle-

of the respective working interest owners, shall be on the basis prescribed in the
unit operating agreement whether in conformity with the basis of allocation herein
set forth or otherwise. It is hereby agreed that production of unitized substances
from a participating area shall be allocated as provided herein regardless of
whether any wells are drilled on any particular part or tract of said participating
area. If any gas produced from one participating area is used for repressuring or
recycling purposes in another participating area, the first gas withdrawn from
such last-mentioned participating area for sale during the life of this agreement
shall be considered to be the gas so transferred until! an amount equal to that
transferred shall be so produced for sale and such gas shall be allocated to the
participating area from which initially produced as constituted at the time of such
final production.

13, DEVELCPMENT OR OPERATION OF NONPARTICIPATING LAND OR FORMATIONS.
Any party or parties hereto owning or controlling the working interest in any
unitized land having thereon a regular well location may with the approval of the
Supervisor as to Federal land, the Land Commissioner as to State land, and the
Conservation Commission as to privately owned land, and subject to the provisions
of the Unit Operating Agreement, at such party's or parties' sole risk, costs, and

expense drill a well at such location on such land to test any formation for which
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a participating area has not been established or to test any formation for which a
participating area has been established if such location is not within said parti-
cipating area, or drill any well not mutually agreed to by all interested parties,
unless within 90 days of receipt of notice from said party of his inteuntion to
drill the well the Unit Operator elects and commences to drill such a well in like
manner as other wells are drilled by the Unit Operator under this agreement.

If any well drilled as aforesaid by a working interest owner results in
production such that the land upon which it is situated may properly be included
in a participating area, such participating area shail be established or enlarged
as provided in this agreement and the well shall thereafter be operated by the
Unit Operator in aceordance with the terms of this agreement and the unit operating
agreement.

If any well drilled as aforesaid by a working interest owner obtains pro-
duction in quantities insufficient to justify the inclusion in a participating area
of the land upon which such well is situated, such well may be operated and pro-
duced by the party drilling the same subject to the conservation requirements of
this agreement. The royalties in amount or value of production from any such well
shall be paid as specified in the underlying lease and agreements affected.

14. ROYALTY SETTLEMENT. The United States and any State and all roval-
ty owners who, under existing contract, are entitlcd to fake in kind a share of
the substances now unitized hereunder produced from any ftract, shall hereafter be
entitled to the right to take in kind their share of the unitized substances al-
located to such tract, and Unit Operator, or in case of the operation of a well Dby
a working interest owner as herein in special cases provided for, such working
interest owner, shall make deliveries of such royalty share taken in kind in con-
formity with the applicable contracts, laws, and regulations. Settlement for
royalty interest not taken in kind shall be made by working interest owners re-
sponsible therefor under existing contracts, laws and regulations on or before the
last day of each month for unitized substances produced during the preceding calen-
dar month; provided, however, that nothing herein contained shall operate to re-
lieve the lessees of any land from their respective lease obligations for the pay-

ment of any royalties due under their leases.
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If gas obtained from lands not subject to this agreement is introduced
into any participating area hereunder, for use in repressuring, stimulation of
production, or increasing ultimate recovery, which shall be in conformity with a
plan first approved by the Superviacr, the Land Commissioner, and the Conservation
Commission, a like amount of gas, after settlement as herein provided for any gas
transferred from any other participating area and with due allowance for loss or
depletion from any cause, may be withdrawn from the formation into which the gas
was introduced, royalty free as to dry gas, but not as to the products extracted
therefrem; provided that such withdrawal shall be at such time as may be provided
in the plan of operations or as may otherwise be consented to by the fupervisor,
the Land Commissioner and the Conservation Commission as conforming to good petro-
leum engineering practice; and provided further, that such right of withdrawzl
shall terminate on the termination of this unit agreement.

Royalty due the United States shall be computed as provided in the oper-
ating regulations and paid in value or delivered in kind as to all unitized sub-
stances on the basis of the amounts thereot ailiocated to unitized Federal land as
provided herein st the rates specified in the respective Federal leases, or at
such lower rate or rates as may be authorized by law or regulation; provided, that
for leases on which the royalty rate depends on the daily average production per
well, said average production chall be determined in accordance with the operating
regulations as though each participating area were a single consolidated lease.

Royalty due on account of State and privately owned lands shall be com-
puted and paid on the basis of all unitized substances atlocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases com-
mitted hereto shall be paid by working interest owners rvesponsible therefor under
existing contracts, laws, and regulaticns, provided that nothing herein contained
shall operate to relieve the lessees of any land from their respective lease obli-
gations for the payment of any rental or minimum royalty in lieu thereof due under
their leases. Rental or minimum royalty for lands of the United States subject Lo
this agreement sball be paid at the rate specified in the respective leases from

the Unit=d States unless such rental or minimum royalty is waived, suspended, or



reduced by law or by approval »f the Secretary or his duly authorized representa-
tive.

Rentals on State of New Mexico lands subject to this agreement shall be
paid at the rates specified in the respe::ive leases.

With regspect to any lease on non-Federal land containing provisions
which would terminate such lease unless driliing operatjons were within the time
therein specified commenced upoan the land covered thereby or rentals paid for the
privilege of deferring such drilling operations, the rentals required thereby
shall; notwithstanding any other provision of this agreement, be deemed to accrue
and become payable during the term thereof as extended by this agreemcnt and there-
after until the required drilling operations are commenced upon the land covered
thereby or sowe pcrtion of such land is included within a participating area.

16. CONSERVATION, Operations hereunder and produccion of unitized sub-
stances shall be conducted to provide for the most economical and efficient re-
covery of said substances without waste, as defined by or pursuant to State or
Federal law or regulation.

17. DRAINAGE. The Unit Operator shall take appropriate and adequate
measures to prevent drainage of unitized substances from unitized land by wells on
land not subject to this agreement, or, with the consent of the Director and the
Land Commissioner, pursuant to applicable regulations pay a fazir and reasonable
compensatory royalty as determined by the Supervisor as to Tcdoral leases and the
Land Commissioner as to State leases,

18. LEASES AND CONTIRACTS CONFORMED AND TXTENDLD. The terms, comnditions,
and provisions of all leases, subleases, and other contracts relating to explora-
tion, drilling, development, or operation for oil or gas of lands commitied to
this agreement are herevy expressly modifiecd and amended to the extent necessary
to make the same conform to the provisions hereof, bul otherwise to rewmain in full
force and effect; and the parties hereto hereby consent that the Secrztary as to
Federal leases and the Land Commissioner as to State leases shall and each by his
approval hereof, or by the approval hereof by his duly authorized representative,

does hereby establish, alter, change, or revoke the drilling, producing, rental,
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minimum royalty, and royalty requirements of Federal and State leases committed
hereto and the regulations in respect thereto to conform said requirements to the
provisions of this agreement, and, without limiting the generality of the forego-
ing, all leases, subleases, and contracis are particularly modified in accordance
with the following:

(a) The development and operation of lands subject to this agree-
ment under the terms hereof shall be deemed full performance of all ob-
ligations for development and operation with respect to each and every
part or separately owned tract subject to this agreement, 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, operat-
ing agreement or other contract by and between the pariies hLercts, or
their respective predecessors in interest, or any of them.

(b) Drilling and producing operations performed hereurder upon
any tract of unitized lands will be accepted and deemed to be verformed
upon and for the benefit of each and every tract of unitized land, and
no lease shall be deemed to expirc by reason of failure to drill or pro-
duce wells situated on the land therein embraced.

(¢) Suspension of drilling or producing operations on all unitized
iands pursuant te direction or consent of the Secretary and the Land Com-
missioner, or their duly authorized representatives, shall be deemed to
constitute such suspension pursuant to such direction or consent as to
each and every tract of unitized land.

{(d) FEach leasas, sublease or contract relating to the exploration,
drilling, development or operation for oil or gas of lands, other than
those of the United States and Scate of New Mexico, committed to this
agreement, which, by its terms might expire prior to the termination of
this agreement, is hereby extended beyond any such term so provided
therein so that it shall be continued in full force and effect for and
during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20} years or




any renewal thereof or any part of such lease which is made subject
to this agreement shall continue in force beyond the term provided
therein until the termination hereof. Any cther Federal lease com-
mitted hereto shall continue in force beyond the term so orovided
therein or by law as tc the land committed so long as such lease re-
mains subject hereto, provided that production is had in paying quan-
tities under this unit agreement prior to the expiration date of the
term of such lease, or in the event actual drilling operations are
commenced on unitized land, in accordance with the provisions of this
agreement, prior to the end of the primary term of such lease and are
being diligently prosecuted at that time, such lease shall be extended
for two years and so long thereafter as oil or gas is produced in pay-
ing quantities in accordance with the provisions of the Mineral Leasing

Act Revision of 1960.

£ Each sublease or contract relating to the operation and de-

~

velopment of unitized substances from lands cf the United States com-
mitted to this agreement, which by its terms would expire prior to the
time at which the underlying lease, as extended by the immediately pre-
ceding paragraph, will expire, is hereby extended beyond any such term
so provided therein so that it shall be continued in full force and ef-
fect for and during the term of the underlying lease as such term is
herein extended.

(g) Any lease embracing lands of the State of New Mexico which is
made subject to this agreement, shall continue in force beyond the term
provided therein as to the lands committed hereto until the termination
hereof.

(h) The segregation of any Federal lease committed to this agree-
ment is governed by the following provision in the fourth paragraph of
Sec. 17 (j) of the Mineral Leasing Act, as amended by the Act of Septem-
ber 2, 1960 (74 Stat, 781-784): MAny [Federal] lease heretofore or here-

after committed to any such [unit] plan embracing lands that are in part
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within and in part outside of the area covered by any such plan
shall be segregated into separate leases as to the lands committed
and the lands not committed as of the effective date of unitization:

Provided, however, That &uy such lease as to the nonunitized portion

shall continue in force and effect for the term thereof but for nct
less than two years from the date of such segregation and so long
thereafter as oil or gas is produced in paying quantities."

(i) Any lease embracing lands of the State of New Mexico having
oniy a poriionm of its lande committed hereto, shall be segregated as
to the portion committed and the portion not committed, and the provi-
sions of such lease shall apply separately to such segregated portions
commencing as of the effective datec hereof; provided, huwever, notwith-
standing any of the provisions of this agreement to the contrary any
lease embracing lands of the State of New Mexico having only a portion
of its lands committed hereto shall continue in full force and effect
beyond the term provided therein as to all lands embraced in such
lease, if o0il or gas is discovered and is capable of being produced in
paying quantities from some part of the lands embraced in such lease
at the expiration of the secondary term of such lease; or if, at the
expiration of the csecondarv term. the Lessee or the Unit Operator is
then engaged in bona fide drilling or reworking operations on some part
of the lands embraced in such lease, the same, as to all lands embraced
therein, shall remain in full force and effect so long as such opera-

tions are being diligently prosecuted, and if they result in the pro-

)

duction of oil or gas, said lease shali cont’ . . in fuil force and cf-
fect as to all of the lands embraced therein, so long thereafter as oil
or gas in paying quantities is being produced from any portion of said
lands.

19, COVENANTS RUN WITH LAXND, The covenants herein shall be construed

to be covenants running with the land with respect to the interest of the parties

hereto and their successors in interest until this agreement terminates, and any



grant, transfer, or conveyance, of interrst in land or leases subject hereto shall
be and hereby is conditioned upon th: assumption of all privileges and obligations
hereunder by the grantee, transferee, or other successor in interest. No assign-
ment or transfer of any working interest, royalty, or other interest subject here-
to shall be binding upon Unit Operator until the first day of the calendar month

after Unit Operator is furnished with the original, photostatic, or certified copy

%]

of the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective
upon approval by the Secretary and the Land Commissioner or their duly authorized
representatives as of the date of approval by the Secretary and shall terminate

Tom said cffective date unless:

five (3) years {rom said cffective date

(a) such date of expiration is extended by the Director and
the Land Commissioner, or

(b) it is reasonably determined prior to ihe eapivaticn sf the
fixed term or any extension thereof that the unitized land is incap-
able of production of unitized substances in paying quantities in the
formations tested hercunder and after notice of intention to terminate
the agreement on such ground is given by the Unit Opervator to all
parties in interest at their last known addresses, the agreement is
terminated with the approval of the Director and Land Commissioner, or

(¢) a valuable discovery of unitized substances has been made or
accepted on wmitized land during said initial term or any extension
thereof, in which event the agreement shall remain in effect for such
term and so long as unitized substances can be produced in guantifieg
sufficient to pay for the cost of producing same from wells on unitized
land within any participating arca established hereunder and, should
production cease, so long therearter as diligert operations are in
progress for thec restoration of production or discovery of new produc-
tion and so long thereafter as the unitized substances so discovered

can be produced as aforesaid, or

(d) it is terminated as heretofore provided in this agreement.
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This agreement may be terminated at any time by not less than 75 per
centum, on an acreage basis, of the owners of working interests signatory hereto,
with the approval of the Director and Land Commissioner; notice of any such ap-
proval to be given by the Unit Operator to all parties hereto.

21. RA/E OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director is
hereby vested with authority to alter or modify from time to time in his discretion
the quantity and rate of production under this agreement when such quantity and
rate is not fixed pursuant to Federal or State law or does not conform to any
state-wide voluntary conservation or allocation program, which is established,
recognized, and generally adhered to by the majority of operators im such State,
such authority being hereby limited to alteration or modificetion in the public in-
terest, the purpose thereof and the public interest to be served thereby to be
stated in the order of alterarion or wodificaiicn., Without regard to the forego-~
ing, the Director is also her=sby vested with authority to alter or modify from
time to time in his discretion the rate of prospecting and development and the
quantity and rate of production under this agreement when such alteration or modi-
fication is in the interest of attaining the conservatior objectives stated in
this agreement and is not in violation of any applicable Federal or State law.

Powers in this section vested in the Director shall only be exercised
after notice to Unit Operatsor and opportunity for hearing to be held not less than
15 days from notice.

22. CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working
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 on account of delay or failure in whole or in part
to comply with any applicable provision thereof (o the cxtent that rhe Unit Oper-
ator, 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 representatives of the State of New Mexico in and about

any matters or thing concerning which it is required herein that such concurrence
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be obtained. The parties hereto, including the Conservation Commission, agree
that all powers and authority vested in the Conservation Commission in and by any
provisions of this agreement are vested in the Conservation 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 here-
after be provided by the laws of the State of New Mexico.

23. APPEARANCES. Unit Operator shall, after notice to other parties
affected, have the right to appear for and on behalf of any and all interests af-
fected hereby before the Department of the Interior, the Commissioner of Public
Lands of the State of New Mexico and the New Mexico 0il Conservation Commission
and to appeal from orders issued under the regulafions of said Department, the
Conservation Commission or Land Commissioner or ¢S apply for relief from any of
said regulations or in any proceedings relative to operations before the Depart-
ment of the Interior, the Land Commissioner, or Conservation Commission or any
other legally constituted authority; provided, however, that any other interested
party shall also have the right at his own expense tc be heard in any such proceed-
ing.

24. NOTICES. All notices, Jemands or statements crequired hereunder to
be given or rendered to the parties hereto shall be deemed fully given if given in
writing and persomally delivered to the party or sent by postpaid registered or
certified mail, addressed to such party or parties at their respective addresses
set forth in connection with the signatures hereto or to the ratification or con-
gent hereof cr to such other address as auy such party may have furnished in writ-
ing to party sending the notice, demand or statement.

25. NO WATVER OF CERTAIN RIGHTS. WNothing in Ehis agrecment contained
shall be construed as a waiver by any party hereto of the right to assert any
legal or constitutional right or defense as to the validity or invalidity of any
law of the State wherein said unitized lands are located, or of the United States,
or regulations issued thereunder in any way affecting such party, or as a waiver
by any such party of any right beyond his or its authority to waive.

26. VUNAVOIDABLE DELAY. All cbligations under this agreement requiring



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 sus-
pended 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, acts of God, Federal, State, or municipal law or agencies,
unavoidable accidents, uncontrollabie delays in transportation, inability to ob-
tain necessary materials in open market, or other matters beyond the reasonable
control of the Unit Operator whether similar to matters herein enumerated or not.

27. NONDISCRIMINATION. In connection with the performance of work under
this agreement, the operator agrees to comply with all of the provisions of sec-
tion 301 (1) to (7) inclusive, of Executive Order 10925 (26 F.R, 1977), which are
hereby incorporated by reference in this agreement.

28. LOSS OF TITLE. 1In the event title to any tract of unitized land
shall fail and tne true owner cannot be induced to juin in thie unit agreement,
such tract shall be automatically regarded as not committed hereto and there shall
be such readjustment of fuiture costs and benefits as may be required on account of
the loss of such title. In the event of a dispute as to title as to any royalty,
working interest, or other interests subject thereto, payment or delivery on ac-
count thereof may be withheld without liability for interest until the dispute is
finally settled; provided that, as to Federal and State land or leases, no pay-
ments of funds due the United States or the State of New Mexico should be with-
held, but such funds of itue Unitod States shall be deposited as directed by the
Supervisor and such funds of the State of New Mexico shall be deposited as directed
by *he Land Commissioner to be held as unearned money pending final settlement of
the title dispute, and then applied as earned or returned in accordance with such
final settlement.

Unit Operator as such is relieved from any respousibility for any defect
or failure of any title hereunder.

29. NON-JOTNWDER AND SUBSEQUENT JOINDER, 1If the owner of any substan-
tizl interest in a tract within the unit area fails or refuses to subscribe or con-

sent to this agreement, the owner of the working interest in that tract may withdraw
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said tract from this agreement by written notice to the Director, the Land Commis-
sioner, and the Unit Operator prior to the approval of this agreement by the
Director. Any oil or gas interests in lands within the unit area not committed
heretc prior to submission of this agreement for final approval may thereafter be
committed hereto by the owner or owners thereof subscribing or comsenting to this
agreement, and, if the interest is a working interest, by the owner of such inter-
est also subscribing to the unit operating agreement. After operations are com-
menced hereunder, the right of subsequent joinder, as provided in this gsection, by
a working interest owner is subject to such requirements or approvals, if any. per-
taining to such joinder, as way be provided tor in the unit operating agreement.
After final approval hereof joinder by a non-working interest owner must be con-
sented to in writing by the working interest owner committed hereto and responsible
for the payment of any benefits that may accrue hereunder in behalf of such non-
working interest. Joinder by any owner of a non-working interest, at any time,
must be accompanied by appropriate joinder bv the oumer nf the corresponding work-
ing interest in order for the interest to be remarded as committed herete. JToinder
to the unit agreement by a working interest owner, at any time, must be accompanied
by appropriate joinder to the unit operating agreement, if more than one committed
working interest owner is invoalvad, in crder £ov the Luteresl Lo be regarded as
committed to this unit agreement. Except as may otherwise herein be provided, sub-
sequent joinders to this agrecement shall be effective as of the first day of the
month following the filting with Uhe Supervisor and the Land Commissioner of duly
executed counterparts of all or aay papers ovcecessary t0 establish effective commit-
ment of any tract to this agreement unless objection to such joinder is duly made
within 60 days by the Director or the Land Commissioner, provided that, as to

State launds, such subsequent joinder must be approved by the Land Commissioner.

30. COUNTERPARTS, This agreement may 2e execured in any number of
counterparts uo one of which needs to be executed by all parries or may be ratified
or consented to by separate instrument in writing specifically referring hereto
and shall be binding upon all those parties who have executed such a counterpart,

ratification, or consent hereto with the same force and effect as if all such
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parties had signed the same document and regardless of whether or not it is exe-

cuted by all other parties owning or claiming an interest in the lands within the

above-described unit area.

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be

executed and set opposite their respective names the date of execution.

UNIT OPERATOR & WORKING INTEREST OWNER:

Date

MARATHON 0IL COMPANY

By

I. G. Burrell, Division Manager

P. 0. Box 3128
Houston 1, Texas

WORKING INTEREST OWNERS:

Date

vaie

ATTEST:

Secretary

Date

ATTEST:

Secretary

Date

ATTEST:

Secretary

Date —

BRUCE ANDERSON

JACQUELINE ANDERSUN

Address:

SUN OIL COMPANY

By

Vice President

Address:

UNION OIL COMPANY OF CALIFORNIA

By

Vice President

Address:

BEARD OIL COMPANY

By

President

dddress:

Date

EDWARD C., DONOHUE

WILMA ELLIOTT DONOHUE
Address:

- 925 -



Date

Date

Date

Date

Date

Date

Daté

Date

Date

ATTEST:

Secretary

- 26 -

OVERRIDING ROYALTY INTEREST OWNERS:

BRUCE ANDERSON

JACQUELINE ANDERSON
Address: 930 Petroleum Club Building

Denver 2, Colorado

EUGENIA BATE, a widow
Address: P, 0, Box 161

Santa Fe, New Mexico

VOLA V, ORST BUNNEL, dealing in her
sole and separate property.
Address: P, O, Box 2059

Santa Fe, New Mexico

ARNOLD BUNTE

ENID BUNTE
Address: 611 West Church

Roswell, New Mexico

MAX H., CHRTSTENSEN

MARCELLA B. CHRISTENSEN
Address: 1116 Petroleum Life B3uilding

Midland, Texas

THOMAS CONNELL

EMILY X, CONNELL
Address: 1417 State Street

New Orleans 18, Louisiana

DALPORT OIL CORPORATION

By

Vice President
Address: 930 Fidelity Union Life Bldg.

allas, Texas




OVERRIDING ROYALTY INTEREST OWNERS:

Date
CLARENCE E, HINKLE
Date
LILLIAN T, HINKLE
Address: 407 North Washington Ave.
Roswell, New Mexico
Date
JAMES T, JENNINGS
Date
FRANCES s, JENNINGS
Address: 1208 Avenida Del Sumbre
Roswell, New Mexico
Date
5. W. LODEWICK
Date
LAURA B, LODEWICK
Address: 305 North Missouri Avenue
Roswell, New Mexico
Date
BONNIE H, MATLOCK MORRISON, dealing
in her sole and Separate property,
Address: 3 Park Road
Roswell, New Mexico
Date
IRWIN RUBENSTEIN
Address: 707 Park Land Building
2025 1. Street NW
Washington, D, C,
Date
CALDWELL J. SAUNDERS
Date
FAYE W, SAUNDERS
Address: 2515 Cambria
Dallas, Texas
Date
JOE SCHUTZ
Date

ROSINA SCHUTZ
Address: 1j6 Valley Drive

Santa Fe, Yew Mexico
b
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Date

Date

Date

Date

Date

Date

OVERRIDING ROYALTY INTEREST OWNERS:

- 28 -

MICHAEL S. SHEARN, a single man
Address: 212 Schuster

E1l Paso, Texas

¢, E. STOUT, a single man
Address: 614 Colorado Building

Denver, Colorado

GEORGE S. TURNER

EDNA K. TURNER
Address: 2003 West Indiana

Midland, Texas

HOOVER H, WRIGHT

BETTY RUTH WRIGHT
Address: P. O, Box 2124

Santa Fe, New Mexico




THE STATE OF TEXAS X
X

COUNTY OF HARRIS X

The foregoing instrument was acknowledged before me this day of

, 1963, bty I. G. BURRELL, Division Manager of MARATHON OIL

COMPANY, an Ohio corporation, on behalf of said corporation.

Notary Public in and for

My Commission Expires Harris County, Texas.
STATE OF X
¥
COUNTY OF i
The foregoing instrument was acknowledged before me this day of
» 1963, by , Vice President of

SUN OIL COMPANY, a New Jersey corporation, on behalf of said corporation.

Notary Public in and for
My Commission Expires

STATE OF _

|
X
COUNTY OF X

The foregoing instrument was acknowledged before me this day of

, 1963, by » Vice President of

UNION OIL COMPANY OF CALIFORNIA, a California corporation, on behalt ot said cor-

poration.

Notary Public in and for
My Commission Expires




STATE OF ¥
X
COUNTY OF X
The foregoing instrument was acknowledged before me this day of
,.1963, by
My Commission Expires:
Notary Public
STATE OF X
X
COUNTY OF X
The foregoing instrument was acknowledged before me this day of
, 1963, by .
My Commission Expires: ;
N Notary Public
STATE OF X
¥
COUNTY OF 1
The foregoing instrument was acknowledged before me this day of
, 1963, by
My Commission Expires:
Netary Public
STATE OF X
1
COUNTY OF X
The foregoing instrument wes ackncwlaedged before me this day of
, 1963, by
My Commission Expires: _
: Notary Public
STATE OF i
i
COUNTY OF X
The foregoing instrument was acknowledged before me this day of

_, 1963, by _

¥y Commigsion Expires:

Notary Public
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BOX CANYON UNIT AREA

nnoa-

TRACT NUMBER

UNIT QUTLINE

FEOERAL LAND

STATE OF NEW MEXICO LAND

FEE LANO (UNLEASED)

R-2I-E

EDDY COUNTY, NEW MEXICO

9,12t.00 ACRES

1,399.48 ACRES

40.00 ACRES

TOTAL

10,560.48 ACRES

FXHIRIT

A

FEDERAL SERIAL NUMBERS
INVOLVED N UNIT

LC~-086330-A
NM-0149379
NM-02445)
KM - 024451-A
M- 029910
NM- 033897
NM-039883
NM-042348-A
hM-035334
NM-035373
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NM- 022567
MM-0244%0
NM-024430-4
NM-033739
HM-033551
NM-0D€%403
KM -0143487
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STATE LEASE NUMBENS

B k- 552
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FEE LAND
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EXHIBIT B Effective May 23, 563
SCHEDULE SHOWING THE PERCENTAGE AND KIND
OF OWNERSHIP OF ALL LANDS IN THE
BOX CANYON UNIT AREA - EDDY COUNTY, MEW ¥ XICO
Pare 1
Serial No. Basic
Tract Description No. of & Eff. Date Royalty & Overriding Royalty Working Intey. st
Number of Land Acres of Lease Percentage Lessee of Record and Percentage and Percentso o
FEDERAL LANDS:
T-21-5, R-21-E, NMPM
1 Sec. 20: E/2 1,520.00 LC-066030-A USA - 12%%  Marathon Qil Caldwell J. Saunders Mavathon 0il
Sec. 21: All 16-1-51 Company et ux., Faye W. Company - Al
Sec. 27: N/2 Ext. to Sauv~ders, $300.00
Sec. 28: NE/4; E/2 WW/4 §-31-63 (3) per cre out of 3.0000%
2 Sec. 19: NE/4 160.00 MM-014979 USA ~ 12%%  Edward C. Donohue  None - Edward C. Doncliue
7-1-54 & Wilma Eliiott & Wilma Eli.o:c
Ext. to Donohue Donohiue - Al:
6-30-64 (2)
3 Sec. 27: SW/4 560.00 NM-024451 USA - 123% “Bruce Anderson Vola V. Horst Bunnel, *Bruce Aundersor -
Sec. 29: 5/2 NE/4; N/2 SE/4 9.1-56 dealing in her sole ALl
Sec. 30: E/2 SE/4 Ext. to and separate property  .5000%
Sec. 33: MNW/4 8-31-66 (2)
4 Sec. 28: §/2 1,440.00 NM-024451-A USA - 12%% Msrathon Cil Bruce Andersom et ux, Marathon 01l
Sec. 29: S/2 NW/4; SW/4; S/2 SE/4 9-1-56 Con pany Jacqueline Anderson -  2.5000% Company - Al
Sec. 33: E/2; SW/4 Ext. to Vola V. Horst Burnel,
Sec. 34: W/2 8-31-66 (2) dealing in her sole
and separate property - 0.5000%
3.00007%
5 Sec. 29: N/2 N/2 740.20 WM-029910 USA - 12%% Marataon 0il None - Marathon 0il
Sec. 3: Lot 2 (T-22-8) 4-1~57 Compa:1y Company - All
Sec. 10: All  (T-22-S) Ext. to

3-31-67 (2)

e Y




Page <

Serial No. Basic
Tract Description No. of & Eff. Date Royalty & Overriding Royalty Working Interest
Number of Land Acres of Lease Percentage  Lessee of Recoxd and Percentage and Percentage
FEDERAL LANDS: (Cont'd)
T-21-5, R-21-E, NMPM
6 Sec. 27: SE/4 160.00 WM-033890 USA - 12%%  Union Oil Company James T. Jennings Union 0ili Compan
6-1~57 of California et ux., Frances S. of califormia -
Ext. to Jennings - 3.0000% All
5-31-67 (2) George S. Turner et
ux., Edna K. Turner - 0.2500%
3.2500%
7 Sec. 34: NE/4 480.00 NM-039883 Usa - 12%% Marathom 0il Joe Schutz et Wwx., Marztnon Oit
Sec. 35t W/2 6-1-59 Company Rosina Schutz 3.00007% Cowpany - All
8 Sec. 34: SE/4 520.05 NM-042546-A  USA - 12%%  Marathon 0il Eugenia Bate, widow Marasinon Oit
Sec. 3: Lot 1; SE/4 NE/4; 8-1-59 Company of Claude Bate, Company =~ ALl
NE/4 SE/4 (T-22-5) deceasad 3.0000%
Sec. 11: WW/4; E/2 sw/4 (T-22-S)
9 Sec. 20: WW/4; W/2 sw/4 280.00 NM-055394 USA - 12%% Marathon 0il Dalport Oil Maratnon Oit
Sec. 28: NW/4 NW/4 11-1-59 Company Corporation 3.0000% Company - All
10 Sec. 30: NE/&4; W/2 SE/%4 240.00 NM-056378 USA - 12%%  Sun 0il Company $750.00 per acre out Sun Jil Compa~y -
11-1-59 of 3%, ownad as follows: Alt

Clzvence E. Hinkle et

ux., Lillisn T. Hinkle~ 0.8334%
Bonnie H. Mallock

Moprison, dealing in

her sole and separate

property - 0.8333%
g, W. Lodewick et ux.,

faura B. Lodewlck - 0.8333%
Arnold Bunte et uX.,

Enid Bunte - 0.5000%

Pl o

3.00007%




Page 3
Serial No. Basic
Tract Description No. of & Eff. Date  Royalty & Overriding Royalty Working f{nterest
Number of Land Acres of Lease Percentage  Lessee of Record and Percentape and Percentage
FEDERAL LANDS: (Cont'd)
T-21-S, R-21-E, NMPM
11 Sec. 19: SE/4 160.00 NM-067561-A USA -~ 12%% Marathon 0il C. E. Stout, a single Marathon Cil
2-1-60 Company man 3.0000% Company - All
T-22-§, R~21-E, NMPM
12 Sec. 11: SE/4 320,00 NM-022567 USA - 12%%  Marathon 01l Thomas Connell et ux., Marathon 0il
Sec. 12: SW/4 7-1-56 Company Emily K. Connell - 2.1250% Ceompany - All
Ext. to Irwin Rubenstein - 0.3750%
6-30-66 (2) 2.5000%
13 Sec. 3: W/2 SE/L; SW/4 NE/4 760.40  NM-024450 USA - 12%% “*Bruce Anderson Vola V. Horst Bunuvl, “Bruce Anderson -
Sec. 4: All 5-1-57 dealing in her sole ALl
Ext. to and separate property  0.5000%
4-30-67 (2)
14 Sec. 3: Lots 3, 4; §/2 NW/4; 320.83  NM-024450-A  USA - 1247  Marathon 0il Bruce Anderson et ux., Marathon 011
Sw/4 5-1-57 Company Jacqueline Anderson - 2.5000% Company -~ All
Ext. to Vola V. Horst Bunnel,
4-30-67 (2) dealing in her sole
and separate property- 0.5000%
3.0000%
i5 Sec. 11: W/2 SW/4 80.00 wM-~033738 USA - 12%% Marathon 0il Michael Shearn, & Marathon 0ii
6-1-57 Company single man 3.0000% Company -~ All
Ext. to
5-31-67 (2)
639.52 NM-035551 USA - 12%%  Marathon 0il Nome - Maratchon 01l
2-1-58 Company Compaay - All
Ext. to
1-31-68 (2)




Page 4

1 Fee Tract (Unleased) comprisiag 40.00 Acres or 0.37877% of Unit Area

Serial No. Basic
Tract Description No. of & Eff. Date Royalty & Overriding Royalty Working Interest
Number Acres of Lease Percentage Lessze of Record and Percentage and Percentage
FEDERAL LANDS:
T-22-S, R-21~-E, NMPM
17 SW/4 NE/&4 40.00 NM-065408 USA - 12%% Marachor 0il Hoover H. Wright et ix., Marathon 0il
1-1-61 Company Betty Ruth Wright Company - All
18 N/2 NE/4; SE/4 NE/4 600.00 NM-0143487 USA - 12%%  Mara:hor 0il Max H. Christensen Marathon 0il
N/2; SE/4 2-1-63 Comp iny oX., Marcella B. Company - All
Christensen
18 Federal Tracts (Leased) comprising 9,121.00 Acres or 86.36918% of Unit Area
STATE LANDS:
T-21-S, R-21-E., NMPM
19 80.00 K-962 State-12%% Maraihon None Marathon 01l
11-15-60 Company Company - All
20 640.00 K-964 State-12%%  Marathon None Marathon 0il
11-15-60 Conp:iny Company - All
T-22-S, R-21-E, NMPM
21 639.48 0G-786 State~1.2%% iarathon None Marathon Oil
4-16-57 Conpany Company - All
22 SE/4 SE/4 40,00 K-3217 State-12%%  Marathon None Marathon Oil
4-16-63 Company Company - All
4 State Tracts (Leased) comprising 1,399,48 Acres or 13.25205% of Unit Area
FEE LANDS:
T-21-S, R-21-E, NMPM
23 SW/4 NW/4 40.00 - - Unleased -




RECAPITULATION :

18 Federal Tracts (Leased)
4 State Tracts (Leased)

1 Fee Tract (Unleased)

Total

13

g

9,121,00 Acres 86.36918% «f Unit Area

1,399.48 Acres 13.25205% c¢f Unit Area

40,00 Acres of Unit Area

0,560.48 Acres

10,560.48 Acres 100.00000,
49.260.48 Acres

of Unit Area

as owner of all of the Working Inters
ent interest in the leascs

st for Tracts Nos. 3 and 13,
covering those tracrs to Beard 011

it is unders:ood that
an undivided fifty (50) per ¢




