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pazethon Oil Compeny
P. O. Box 5352
jidland, Temas 79701

fs: Dall== Ranch Unit
Termiration
Chaves County, New Mexico

ATTENPION: Nr. Charles L. gSouthard

Gentlenmsns

Your roguest reusived aly 22, 1967, to terminate
mm.wmzwmumammof
the Uait Agresmsnt to:mﬁmlep-ntmdmumof
the Baiiss Ranch Unit, is hereby spproved.

Very truly yours,

ALEX J, ARMYJO

COMMISSIONER OF PUBLIC LAKDS

AN/TR/ ML/ 8

oo Hew mesdion OL1 Congervation

Comaission
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MARATHON OIL COMPANY B E
‘4 ‘ F’RDDUDTION ~-UNITED STA_«TES AND CANADA ‘3

P.O. BOX BS2
MIDLAND , TEXAS 78701

February 10, 1969

Re: Dallas Ranch Unit
Chaves County, New Mexico

0il Conservation Commission
State of New Mexico

P. 0. Box 2083

Santa Fe, New Mexico 87501

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

Gentlemen:

Pleasz find enclosed one Ratification of the Dallas Ranch Unit Agree-

ment executed by J. M. Huber Corporation, which, together with the

instruments furnishad your office on January 30, 1969, will provide

complete execution by all interested parties to such Unit Agreement. !
Yours very truly,
MARATHON OIL COMPANY

(lou ) !

A. W. Hanley

AWH:T

Addressee List Attached




ADDRESSEE LIST OF WORKING INTEREST OWNERS

Bell Petroleum Company

Suite 400 - 700 Wilshire Blvd.

.Los Angeles, California 90017
Attention: Mr. Ralph J. Tingle

Humble Oil & Refining Company
P. 0. Box 1600
Midland, Texas 79701
Attegtion: Mr. M. L. MsMillan

Atlantic Richfield Company

P. 0. Box 1978

Roswell, New Mexico 88201
Attention: Mr. Jack Biard

Allied Chemical Corporatioa
1300 Wilco Building
Midland, Texas 79701
. Attention: Mr. Paul W. Ferguson

: Phillips Petroleum Company

§ P. 0. Tox 791

: Midland, Texas 79701 -
Attention: Mr. E. M. Gorepnce

Joseph E. Seagram & Sons, Inc.
P. 0. Box 4067
Midland, Texas 79701

- Attention: Mr. Frank Bolen

J. M. Huber Corporatioa

1900 Wilco Building

Midland, Texas 79701
Attention: Mr. Roa Holcomb

Mr. N. L. Stevens, Jr.
: 604 Security National Building
3 Roswell, New Mexico 88201
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CONSENT AND RATIFIGATIONs

DALLAS RANCH UNIT ATREENE(T
EMBRACING LANDS i CHAVES COUNTY, NFW MEXICO

The dndersigned, (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of the
Dallas Ranch Unit Area embracing lands situated in Chaves County, New Mexico,

which said Agreement is dated the 1llth day of December , 1968,

and acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of the lease-
hold, royalty or other interests in the lands or minerals embraced in said
Unit Area, as indicated on the schedule attached to the said Unit Agreement

as Exhibit “B", do hereby commit all of their said interests to the Dallas

£

Ranch Unit Agresement and do hareby consent thereto and ratify all of the
terms and provisions thereof, exactly the same as 1f the undersigred 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.

J. M, HUBER CO RATION gl

L
Asst ] Secretary Thomas G. Baker,; Asst. Vice PreE%%Znt

CORPORATE
STATE OF COLORADO X
CITY & X
COUNTY OF DENVDR H
The foregoing instrument was acknowledged before me this 4th
day of February s 1962,by Thomas G. Baker

who is Asst. Vice Prescof J. M. Huber Corporation

a ___ New Jersey corporation, for and on behalf of said
(State)
corporation,

(ot P27 Py

Notary Public in ahd for{City & County of
Denver, State of Colorado

o

My Comnlssion expires: S

i
!
i
i
;
i
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GOVERNOR
DAVID F. CARGC
CHAIRMAN

*f | State of New Mexico
®il Tonservation Commission

i“\; ST\)Z:-Q
3 DR
ol -3 i GEaLAAIRT
LAND CONMMISSIONER v;__‘v.::._‘,;;_ S:IALTEP:sgi;:J-R.
GUV:":::!-RHAYS %:ﬁ"‘b‘ SECRETARY - DIRECTOR
P. O. 30X 2088
SANTA FR
December 23, 1963
Mr. Richard 8. Morris Re: Case No. 4002
Ronitgowmesy, rederici, Andrews, Order No. R-3640
Hannahs & Morr.s Applicant:
Attorneys at Law PP *

Santa ¥e, REew Mexico

Dear Sir:

Enclosed herewith are two copies of the above-referenced Com-
mission order recently entered in the subject case.

Very truly yours,

DF G )

A. L. PORTER, Jr.
Secretary-Director

ALP/ir
Carbon copy of drder also sent to:

Hobks 0OCC X
Artesia OCC X

Aztec OCC
. Other Unit Division - State Land Office
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CUYTON B. HAYS
COMMISSIONER

Marathor 0il Conpany
P. 0. Box 552
Midland, Yexrs Y9701

ATIENTION: Mr, W. T. Butler

Gentlenen:

P. O. BOX 1148

Am: Dellas Rench Unit

Chaves County, Wew Mexico

Tha Commissionsr of Public lLands has this date approved
your Dsllas Ranch Unit, Chaves County, Mew Mexico. The effective
date to bhe am of the Commissionar's approval as per Section 17

of the Unit Agreement.

Enclosed are five (5) Certificates of Approval,

GBH/TB/ML/s
encls,
cc: OCC-Santa Fe, New Mexico

Vary truly vours,
GUYTON B, HAYS
CCMMISSIONER OF PUBRLIC LANDS

Hzmlooln L. Lolg, Suparvisor
Uanit Divigion

SANTA FE, NEW MEXICO




BREFORE THR OIL COMSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN TARE MATTER OF THR HEARING
CALLED BY THE OIL COMBERVATION
COMMISSION OF NMEW MEXICO FOR
TRR PURPCSE OF COMSIDERIKG:

CASE No. 4002
Ordexr Mo. R~3640

APPLICATION OF NARATHON OIL COMPANY
FOR APPROVAL OF THE DALLAS RANCH UNIT
AGREEMENT, CHAVES COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION
BX_THE CONMISSION:

This cause came on for hearing at 9 a.m. on December 19, 1968
at Santa Fe, New Mexico, before Examiner Daniel 8. Rutter.

NOW, on this___23rd day of December, 1968, the Conmission, a
gquorum being present, having considered the testimony, the record,
and the recommendations o: the Examiner, and being fully advisca
in the premises,

PINDS:

{1) That due public notice having been given as required by
law, the Commission has jurisdiction of this czauze and the subject !
matter thercof,

(2) That the applicant, Marathon Oil Company, seeks apptovaI%
of the Dallas Ranch Unit Agreement covering 8848.¢0 acxss, more or !
less, of State lands described as follcocwa; ;

1
i
CHAVES COUNTY, NEW MEXICO }
TOWNSHIP 9 SQUTHE, RANGE 26 EAST, NMPM t
Section 13: All i
Section 143 8§/2 r
Section 21: All |
Section 22: N/2, SE/4, and N/2 SW/4 i
Sections 23 through 28: All
Sections 33 angd 34: All ;
Section 35: N/2

TOWNSHIP 9 SOUTH, RANGE 27 EAEST, NMPM
Section 18: Al

ssction 1931 N/2, SW/4, W/2 SE/4, and
NE/4 SEB/4



-2e
CABR No. 4002
Order No. R-3640

(3) That approval of the proposed unit agreement should "
promote the prevention of waste and the protection of correlative |
rights within the unit area.

1T _I8 TERREFORE ORDERED:
(1) That the Dallas Ranch Unit Agreement is hereby approved. !

{2) That the plan contained in 3aid unit agreement for the
developmcnt and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however, 5
that notwithstanding any of the provisions contained in said unit
agresment, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty. or obligation which
is now, or may aeresafter be, vested in the Commisaion to supervise
and control 2perations for the exploration and development of any
lands committed to the unit sn4 production of oil or gas therefrom.

(3) That the unit operator shall file with the Commission
an executed original or axecuted counterpart of the unit acraemant
within 30 days after the effective date thereof; that in the event
of subsequent joinder by any party or expansiocn or contraction of
the unit area, the unit operator shall file with the Commission
ithin 30 days thereafter counterparts of the unit agreement

reflecting the subscription of those interests having joined or
ratified.

(4) That this order shall become effective upon the approval
of said unit agreement by the Commiss’oner of Public Lands for the
Btate Of New Maxice; that this order shall terminate ivso facto
&pon the termination of said unit agreement; and that thé las
unit operator shall notify the Commission immediately in writing
bf such termination.

ﬂ (5) That jurisdiction of this cause ir retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, Hew Mexico, on the day and year hereinabove

—~STATE OF NEH MEXICO
0D} CONTEEVATYON COMMIBSION

-
e

. C et

. i. PORTER, Jr., Mdl o> & Secretary




Docket No. 40-68

DCCKET: _ EXAMINER HEARING - THURSDAY - DECEMBER 19, 1968

9 A.M. -~ OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

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

CASE 4430: Application of Coastal Stites Gas Producing Company for
salt water disposal, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks authority to dispose of
produced salt water into the Delaware Sand formation in
the perforated interval from 5051 feet to 5055 feet in its
Conoco-Federal Well No. 2 located in Unit B of Section 15,
Township 26 South, Range 33 East, Salado Draw-Delaware
Pool, Lea County, New Mexico.

CASE 4001: Application of Tamarack Petcrcleum Company, Inc. for salt
water disposal, Lea County, New Mexico. Applicant, in the

salt water into the Queen formation in the perforated
interval from approximately 4862 feet to 4892 feet in its
Union State Well No. 2, located in Unit K of Section 15,
Township 19 South, Range 35 East, Pearl-Queen Pool, Lea
County, New Mexico.

CASE 4002: Application Of wma.athon O1l Company for a unit agreement,
Chaves County, New Mexico. Applicant, in the above-styled
cause, seeks approval of the Dallas Ranch Unit Area
comprising 8,929 acres, more or less, of State lands in
Township 9 South, Ranges 26 and 27 Kast, Chaves ~_unty,
New Mexico.

CASE 3968: {Continued and Readvertised)

County, New Mexico. Applicant, in the above-styled cause,
seeks authority to dispose of produced salt water into the
Devonian formation in the open-hole interval from approxi-
mately 12,400 feet to 12,550 feet in its U. D. Sawyer Well
: No. 4 located in Unit O of Section 34, Township 9 South,
Range 36 Easlt, Crossroads-Devonian Pool, Lea County, New
Mexico.

{
' Application of Texaco, Inc. for salt water di<rosal, Lea
t

above-styled c~ause, seeks authority to dispose of produced




December 19, 1968, Examiner izaring
Docket No. 40-68
-2~

CASE 4003: Application ¢f Morris R, Antweil for salt water disposal,
Lea Ccunty, New Mexico, Applicant, in the above-styled
cause, €anks authority to dispose of produced salt water
into tha T=v2: -Saven Rivers formation in the perforated
and open-hole 1ntervsi ircai 30435 feet L J10UT fest in hig
Martha *orrest Well No. 1 located in Unit L of Section 24,
Township 2S5 South, Range 36 East, Jalmat Pool, Lea County,

New Mexion,

CASE 4004: Application of Atlantic~Richfield Company for the amendment
of Ordecr No. R-3507, Lea County, New Mexico. Applicant, in
the above-styled cause, seeks the amendment of Order No.
R-3507 to permit the disposal of produced salt water into
the Lower Que2n formation in the interval from 5160 feet to
5380 feet, as wall as the previously authorized incerval
from 4820 rfeet to 4830 feet in the Uppecr Queen formation,
in its State 8% Well No. 1, located in Unit D of Section 13,
Township 12 Scufth. Renge 34 East, Quail-Queen Pool, Lea
County, Mew mexico,.
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HOUSTON DIVISION SDUTHEAN NATIONAL BANK BUILDING
P. 0. 80X 3128
WARREN 8. LEACH, JA. HOUSTON, TEXAS 77001
DIVISIDN ATTORNEY TEL. 713 CA 29721
WILLIAM . HOLLOWAY
JACK M. MC ADAMS November 29, 1968
J. ROBERT TAYLOR
ATTORNEYS

The 0il Conservation Commission
State of New Mexico
P. O. Rox 2088

Santa Fe, New Mexi.o 87501
Attention: Mr. A, L. Porter, Jr.

Re: Application of Marathon Oil Coupany for Approval of the Dallas Ranch
Unit Agreement, Chaves County, New Mexico

Dear Mr, Porter:

Pursuant to my telephone conversation of Wednesday, November 27, 1968,
with you and Mr. Nutter, there is enclosed herewith, in triplicate,
Marathon's Application for approval of the proposed Dallas Ranch Unit.

I would appreciate it very much if this Application could be docketed
for hearing on December 18, 1968 or December 19, 1968. Your help in this
matter is greatly appreciated.

Very ,truly yours

ILLIAM H., HO

cc: Mr, Ed, L. Smith - wyencs.
Mr. N. E. Webernick - w/encs.
Mr. Charles S. Suthard - w/encs.
Mr. Richard S, Morris - w/encc,

DOCIET LT
/{T) —_
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- MARATHON OIL COMPANY

PRODUCTION -~ UNITED STATES AND CANADA
HOUSTON DIVISION
WARREN B. LEACH, JA.

DWISION ATTOANEY

WILLIAM H. HOLLOWAY

JACK M. MC AGAMS

J. ROBERT TAYLOR
ATTORNEYS

The 0il Conservation Commission
State of New Mexico

P. O. Box 2088

Sania Fe, hew Mexico 87501

- Re:

Gentlemen:

o<

)

78 Nov 31 P

BOUTHERN NATIONAL BANK BUILOING

P, 0. BOX 3128
HOUSTON, TEXAS 77Q01
TEL. 793 CA 2-078&1

November 29, 1968

Unit Agreement for Dallas
Ranch Unit Area, Embracing

.8,928.60 Acres, More or Less,

Situated in Township 9-South,
Ranges
Chaves County, New Mexico.

2&
eV

& 27 East, ¥ M.P.M.,

Marathon 0il Company hereby makes Application for approval of the
Unit Agreement for the Developwent and Operation of the Dallas Ranch
Unit Area, embracing 8,928.60 acres, more or less, in Chaves County, New
Mexico, and more fully described as follows:

T-9-5, R-26-E, NMPM

. Section 13:
Section 1l4:
Section 21:
Section 22:
Section 23:
Section 24:
Section 25:
Section 26:
Section 27:
Section 28:
Section 33:
Section 34:

Cnnbdam 2K,
LCCTAon 2o

1-9-5, R~27-E, NMPM

All
S/2
All
All
All
All
All
All
All
All
All

All
N/2

Section 18:
Section 19:

All

%

All except SE/4 SE/4




The 0il Conservation Commission -2- November 29, 1968
In support of this Application, Marathon respectfully shows:

(1) That the proposed Unit Agreement for the Development
and Operation of the Dallas Ranch Unit Area will be
substantially identical to the standard form for Unit
Agreements embracing ctace lands of the State of New
Mexico. Copies of the proposed Unit Agreement will
be submitted to the Commizsion in triplicate as far
in advance of the hearing Jjate set for this Application
as possible,

e

(2) That the proposed Unit Area of 8,928.60 acres, more or
less, includes only State of New Mexico lands,

——

(3) That all cwmers of interests within the Unit Area have
been offered the opportunity to join in the Unit
Agreement,

(4) That the proposed Unit Agrecuent has been agreed to by
the owners of a majority of the working interest in
the proposed Unit Area. It is expected by the date which
will be set ior & liearing on this Application, the Unit
Agreement will have been agreed to by all, or substantially
all, of the owners of interests in the land included within .
the Unit Arez,

(5) That Applicant, Marathon 0il Company, will be designated
as Unit Operator in said Unit Agreement and all oil and
gas, in any and all formations, are to be unitized under
the terms of the Agreement,

(6) That the primary objective of the initial test well in
this exploratory test unit is a granite test to a depth
of approximately 6300 feet,

(7) That in the opinion of Applicant, the proposed Unit Area
covers substantially all of the geological structure or
ancmaly involved; and in the event said Unit Agreement is
approved and production of unitized substances is obtaineaq,
it is believed that said Unit Agreement will be in the
interest of conservation, prevention of waste and that it
will protect the correlative rights of all parties concerned.

and

: (8) That a list of all interested parties known to Applicant is
‘ attached hereto.

Marathon 0il Company respectfully requests that this Application be
set for hearing before a duly appointed Examiner of the Commission at the

)
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The 0il Conservation Commission

earliest possible date, that notice be giv
regulations, and that the Dallas Ranch Uni

be approved.

WHH: bms
Attachment

-3- November 29, 1968

Respectfully submitted,

MARATHON OIL COMPANY

WILLIAM H.

P. 0. Box 3128
Houston, Texas 77001

en as required by law an
t Area and the Unit Agreement




LIST OF INTERESTED PARTIES

DALLAS RANCH UNIT AREA ~ CHAVES COUNTY, NEW MEXICO

Commiscioner of Public Lands
State of New Mexico

P, 0. Box 791

Santa Fe, New Mexico

Bell Petroleum Company
Suite 400 - 700 Wilshire Blvd.
los Angeles, California 90017

ttention: Mr. Ralph J. Tingle
Humble 0il & Refining Company
P. 0. Box 1600 -
Midland, Texas 79701
Attention: Mr. M. L. McMillan
Atlantic Ricnfield Company

P. O. Box 1978

Roswell, New Mexico 88201
Attention: Mr. Jack Biard
Allied Chemical Corporation

1300 Wilco Building
Midland, Texas 79701

Attention; Mr. Paul W. Ferguson

Phillips Petroléum Company
P. G. Box 791
Midland, Texas 79701

Attention: Mr. E. M. Gorence

Joseph E. Seagram & Sons, Inc.
P. 0. Box 4067
Midland, Texas 79701

Attention: Mr. Frank Bolen

J. M. Huber Coxporation
922 Vaughn Building
Midland, Texas 79701

Attention: Mr. Ron Holcomb

Champlin Petroleum Company
P. 0. Box 1797
-Midland, Texas 79701

Attention: Mr. Dwight H. Ford

Mr, N. L. Steveuns, Jr.
606 Security Natiornal Building
Roswell, New Mexico 88201

Mr. Miles A. Colligan
Midland Tower Building
Midland, Texas 79701

Mr, William B. Barnhill
Security National Bank Building
Roswell, New Mexico 88201
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RATHON OlL COMPANY

PP.ODUCTION - UNITED STATES AN CANADA

HOUSTON OWISION
WARREN B. LEACH, JA.
OWVISION ATTORNEY

WILLIAM H. HOLLOWAY

JACK M. MC ADAMS

J. ROBERT TAYLOR
ATTORNEYS

The 0il Coaservation Commission
State oi New Mexico

P. 0. Box 2088

Santa Fe, New wexico 87501

- Re:

Gentlemen:

76h Nov 3 PH3 C°

RIS
Wt

BOUTHERN NATIONAL BANK BUILDING
P. O. BOX 3126
HOUSTON. TEXAS 77001
TEL. 713 CA 2-a7a

November 29, 1968

(22122211, fé‘ifféﬂﬂ =

Unit Agreement-for Dallas
Ranch Unit Area, Eambracing

.8,928.60 Acres, More or Less,

gituated n Township 9-South,
Ranges 26 & 27 Eest, N.M.P.M.,
Chaves County, New Mexico.

Marathon Oil Company hereby makes Application for approval of the
Unit Agreement for the pevelopment and Operaticn of the Dallas Ranch
Unit Area, embracing 8,928.60 acres, more Or less, in Chaves County, New
Mexico, and m2re fully described as follows:

T-9-5S R-26-E, NMPM
.. Section 13: All
Section l4: s/2
gection 21: All
gection 22: All
Section 23: All
gection 24: All
gection 25: All
Section 26: All
section 27: All
Section 28: All
Qection 33: All
gection 34: Al
Section 35: N/2

7-9-S, R-27-E, NEY

Section 18:
Section 19:

All
All except se/4 SE/A




(1)

(2)

(3)

(4)

(5

(6)

“‘ )

(8)

.

The 0il fonservation Commission -2- November 29, 1968

In support of this Application, Marathon respectfully shows:

That the proposed Unit Agreement for the Development
and Operation of the Dallas Ranch Unit Area will be
substantially identical to the standard form for Unit
Agreements embracing state lands of the State of New
Mexico. Copies of the proposed Unit Agreement will

be submitted to the Comuission in triplicate as far

in advance nf the hearing date set for this Application
as possible,

That the proposed Unit Area of 8,928.60 acres. more or
less, includes only State of New Mexice lands,

That all owners of interests within the Unit Area have
been offered the opportunity to join in the Unit
Agreement,

That the proposed Unit Agreement has been agreed to by

the owners of a majority of the working interest in

the proposed Unit Area. It is expected by the date which
will be set for a hearing oun this Application, the Unit
Agreement will have been agreed to by all, or substantially
all, of the owners of interests in the land included within
the Unit Area,

That Applicant, Marathon 0il Company, will be de~ignated
as Unit Operator in said Unit Agreement and all oil and
gas, in any and all frormations, are to be unitized under
the terms of the Agreeument,

That the primery objective of the initial test well in
thig exploratory test unit is a granite test to a depth
of approximately 6300 feet,

That in the opinion of Applicant, the proposed Unit Area
covers substantially all of the geological structure orx
anomaly involved; and in the event said Unit Agreement is
approved and production of unitized substances is obtained,
it is believed that said Unit Agreement will be in the
interest of conservation, prevention of waste and that it
will protect the correlative rights of all parties concerned,
and

That a lisi of all interasted parties known to Applicant is
attached hereto.

’ ' Marathon 0Oii Company respectfully requests that this Application be
set for heaving before a duly appointed Examiner of the Commission at the
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onservation Commission -3- November 29, 1968

The 0il C
by lav and the

be given as required
Unit Agreement

ible date, that notice
ch Unit Area and the

earliest poss
regulations, and that the Dallas Ran

be approved.
Respectfully submitted,

MARATHON OIL COMPANY

TLLIAM H,

P. O, Box 3128
Houston, Texas

77001

WHH: bms
Attachment

,_m"r- ittt A st
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LIST OF INTERESTED PARTIES

DALLAS RANCH UNIT AREA - CHAVES COUNTY, NEW MEXICO

Commissioner of Public Lands
State of New Mexico

P. 0. Box 791

Santa Fe, New Mexico

Bell Petroleum Company

Suite 400 - 700 Wilshire Blvd.
Los Angeles, California 90017
Attention: Mr. Ralph J. Tingle
Humble 0il & Refining Company
P. o. BOX 1600 -
Midland, Texas 79701
Attention: Mr. M. L. McMillan
Atlantic Richfield Company

P, 0. Box 1478

Roswell, New Mexico 88201
Attention: Mr. Jack Biard
Allied Chemical Corporation
1300 Wilco Building

Midland, Texas 79701
Attention: Mr. Paul W. Ferguson
Phillips Petroleum Company

P. 0. Box 791

Midlanda, Texas 79701

Attention: Mr. E. M. Gorence

Joseph E. Seagram & Sons, Inc.
P. 0. Box 4067
Midland, Texas 79701

Attention: Mr. Frank Bolen
J. M. Huber Corporation

922 Vaughn Building
Midland, Texas 79701

Attention: Mr. Ron Holcomb

Champlin Petroleum Company
P. 0. Box 1797

‘Midland, Texas 79701

Attention: Mr. Dwight H, Ford

Mr. N. L. Stevens, Jr.
606 Security National Building
Roswell, New Mexico 88201

Mr. Miles A. Colligan
Midland Tower Building
Midland, Texas 79701

Mr. William B. Barmhill
Security National Bank Building
Roswell, New Mexico 88201
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MARATHON OIL COMPANY

PRODUCTION - UNITED STATES AND CANADA
HOUSTON DIVISION
WARREN 8. LEACH, JA.

OIWVISION ATTORNEY

WILLIAM H. HOLLOWAY

JACK M. MC ADAMS

J. ROBERY TAYLOR
ATTORNEYS

The 9il Conservation Commission
State of New Mexico

P. 0. Box 2088

Santa Fe, New Mexico 87501

Re:

Gentlemen:

6 Noy 31 Pn 3 08

SOUTHERN NATIONAL BANK SUILDING
P, 0. BOX 312d
HOUSTON, TEXAS 77001
TEL. 713 Ca 2-9721

November 29, 1968

z’ ,
(e =CC 2

Unit Agreement for Dallas
Ranch Unit Area, Embracing
8,928.60 Acres, More or Less,
Situated in Township 9-South,
Ranges 26 & 27 East, N.M,P.M,,
Chaves County, New Mexico.

Marathon 0il Company hereby makes Application for approval of the
Unit Agreement for the Development and Operation of the Dallas Ranch
Unit Area, embracing 8,928.60 acres, more or less, in Chaves County, New
Mexico, and more fully described as follows:

T-9-S, R-26-E, NMPM

Section 13:
Section 14:
Section 21:
Section 22:
Section 23:
Section 24:
Section 25:
Section 26:
Section 27:
Section Z¥:
Section 33:
Section 34:
Section 35:

All
s/2
All
All
All
All
All
All
All
All
All
All
N/2

T-9-S, R-27-E, NMPM

Section 18:
Section 19:

All
Ail except SE/4 SE/4

B R T T T



The 0il Conservation Commission -2- November 29, 1968

In support of this Application, Marathon respectfully shows:

(1)

(2)

(3

(4)

(5)

(6)

)]

(8)

That the proposed Unit Agreement for the Development
and Operation of the Dallas Ranch Unit Area will be
substantially identical to the standard form for Unit
Agreements embracing state lands of the State of New
Mexico. Copies of the proposed Unit Agreement will

be submitted to the Commission in triplicate as far

in advance of the hearing date set for this Application
as possible,

That the proposed Unit Area of 8,928.60 acres, more or
less, includes only State of New Mexico lands,

That all owners of interests within the Unit Area have
been offered the opportunity to join in the Unit
Agreement,

That the proposed Unit Agreement has baen agreed to by

the owners of a majority of the working interest in

the proposed Unit Area. It is expected by the date which
will be set for a hearing on this Application, the Unit
Agreement will have been agreed to by all, or substantially
all, of the owners of interests in the land included within
the Unit Area,

That Applicant, Marathon 0Oil Company, will be designated
as Unit Operator in said Unit Agreement and all oil and
gas, in any and all formations, are to be unitized under
the terms of the Agreement,

That the primary objective of the initial test well in
this exploratory test unit “s a granite test to a depth
of approximately 6300 feet,

That in the opinion of Applicant, the proposed Unit Area
covers substantially all of the geolcgical structure or
anomaliy involved; and in tne event said Unii Agreement is
approved and production of unitized substances is obtained,
it is believed that said Unit Agreement will be in the
interest of conservation, prevention of waste and that it
will protect the correlative rights of all parties concerned,
and

That a list of all interested parties known to Applicant is
attached hereto,

Marathon 0il Company respectfully requests that this Application be
szt for hearing before a duly appointed Examiner of the Commission at the
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The 0il Conservation Commission -3- November 29, 1968

earliest possible date, that notice be given as required by law and the
regulations, and that the Dallas Ranch Unit Area and the Unit Agreement
be approved.

Respectfully submitted,

MARATHON OIL COMPANY

Mt

WILLIAM H, HOLLOWAY

P. 0. Box 3128
Houston, Texas 77001

WHH: bns
Attachment
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LIST OF INTERESTED PARTIES

DALLAS RANCH UNIT AREA - CHAVES COUNTY, NEW MEXICO

Commissioner of Public Lands
State of New Mexico

P. O. Box 791

Santa Fe, New Mexico

Bell Petroleum Company
Suite 400 - 700 Wilshire Blvd,
Los Angeles, California 90017

Attention: Mr. Ralph J. Tingle
Humble 0il & Refining Company
P. 0. Box 1€00

Midland, Texas 79701
Attertion: Mr. M. L. McMillan
Atlantic Richfield Company

P. 0. Box 1978

Roswell, New Mexico 88201
Attention: Mr. Jack Biard
Allied Chemical Corporation
1300 Wilco Building

Midland, Texas 79701
Attention: Mr. Paul W. Ferguson
Phillips Petroleum Company

P. 0. Box 791
Midland, Texas 79701

Attention: Mr, E. M. Gorence

Joserh E. Seagram & Sons, Inc.
P. 0. Box 4067
Midland, Texas 79701

Attention: Mr. Frank Bolen

J. M. Iuber Corporation
922 Vaughn Bui.ding
Midland, Texas 79701

Attention: Mr. Ror Holcomb

Champlin Petrcleum Company
P. 0. Box 1797
Midland, Texas 79701

Attention: Mr. Dwight H, Ford

Mr. N. L. Stevens, Jr.
606 Security National Building
Roswell, New Mexico 83201

Mr, Miles A. Colligan
Midland Tower Building
Midland, Texas 79701

Mr. William B. Barnhill
Security Naticpal Bank Building
Roswell, New Mexico 88201




P. 0. BOX 1148
SANTA FZ, NEW MEXICO

Marathon Oi)l Company
P. 0. Box 552
Midland, Texas 75701

Re: Proposed Dallas Ranch Unit
Chaves County, New Raxico

ATTENYION: Mr., W. T. Butler
Gentlewmen:

The Commissioner of Public Lands his this date approved
a8 to form aad content your proposed Dallas Ranch Unit, Chaves
County, Mew Maexico.

Bnclosed is your official RBeceipt No. I 46027 in the
amount of Seventy-Five ($75.00) Dollara which covers the filing
t«o :

Very truly yours,

GUYTGN 3., BAYS

COMMISSIONER OF PUBLIC LANDS
BY:

Malcolm k. Long, Supervisor
Unit Diviaion




EXHIBIT

To Application of Marathon 0il Company
For
Designation of

Dallas Ranch Unit Area
Township 9 South, Ranges 26 & 27 East
Chaves County, New Mexico

ZEQLOGIC REPORT

LOCATION AND INTRODUCTION

The propased unit is located 16 miles northeast of Roswell, New

Mexico in Township 9 South, Ranges 26 and 27 East. The land surface is

relatively flat. ' {
GEOLOGY

The unit area is located on a subsurface anticline which plunges in
2 northeasterly direction at approximately 50 feet per mile. Crossing
this anticline is the truncated edge of the pre-Mississippian dolomite
wh;ch is commonly referred to as the '"Nevonian™ by the oil industry. Re-
gional correlations indicate that this sect .on is probably really Ordovician
in age and will be referred to as such in this report. This carbonate sec-
tion is the primary objective and is expected to range from 200' thick on
the east side of the unit to nearly zero on the west side. The trap is
formed by structural contours closing against the truncation line and
against a permeability barrier on the northwest flank. The existence of
this barrier is indicated by the Union #1 Kitchens (Unit K, Section 6,
Township 9 South, Range 26 East) which encountered 178' of Orodovician
section and only recovered gas in volumes too small to measure and 675' of
mud, Permeability and water occurs eastward as evidenced by the Honolulu

0il Corp. #1 McConkey (Unit D, Section 10, Township 9 South, Range 26 East).

or
i

A drill siew test cof this section recovered 800' of salt water and surfacs
gas in quantities too small to measure in 180 minutes. The top of this
test interval was 6205' (-2362') and is the highest occurrence of water
on the prospect., Due to the preponderance of gas shows along this trun-
cation line, it is felt that this is a gas, rather than oil, prospect.

The unit outlire, as sﬁown on the structure map, is based on a gas
reservoir with an assumed gas-water contact at approximately -1900', 1In
general, half section increments were used with the exception of 40 acres

of fee land in the SE/4 of the SE/4 of Section 19, Township 9 South, Range

27 East, Y
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In our opiniog, the unit outline represents a reasonable interpretation
of an exploratory unit which might be productive. The unit agreement will
provide for enlargement upon appropriate authorizations in the event that
areas presently outside the proposed unit prove to be productive,

Upon approval of the unit, Marathon 0il Company, as unit operator,
proposes to drill a well to basement at approximately 6000'. The location
is tentatively proposed to be in the SW/4 of the SW/4 of Section 23, Town-
ship 9 South, Range 20 East. The top of the Ordovician is expected to be
at about 5600' using an estimated elevation of 3800°'.

Respectfully submitted,

MARATHON OIL COMPANY

sy AL ot

Attachements: Exhibit Ordovician Structure Map

Exhibit Cross Section A-A"




SEYION B. EAYS
OCOMMISATONER
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p. 0, BX 1148
SANTA FE, NEW MEX1CO

marsthon Oil Company
p. 0. Box 552
uidland, Texas 79701

Rhes: Proposed Dsllas mach Unit
Chaves County, New Nnexico

ATTEMEION: Mr. W. T. Butler

Gentlesent

. the Com=issioner of public Lands has this aate approved
as to form snd content your proposed psllas Ranch Unit, Chaves
county, Bew Ma dco.

Ercloced is your official Receipt No. I 46027 in the
amonnt of Seventy-Five ($75.00) Dolilars wvhicli covers the filing

Vvery truly yours,

BY:
Malcolm M. Long, gupervisor
Unit Division

-~
4
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EXHIBIT

To Application of Marathou 0il Company
For
Designation of

Dallas Ranch Unit Area BEFORE EXAMINEé

Township 9 South, Ranges 26 & 27 Ess - N
Chaves County, New Mexico Sh (_OiliERVATION COMMISTION
A EXHIBIT NO.

LOCATION AND INTRODUCTION

The proposed unit is located 16 miles northeast of Roswell, New
Mexico in Township 9 South, Ranges 26 and 27 East. The land surface is
relatively flat.

GEOLOGY

The unit area is located on a subsurface anticline which plunges in
a northeasterly direction at approximately 50 feet per mile., Crossing
this anticline is the truncated edge of the pre-Mississippian dolomite
which is commonly referred to as the "Devonian" by the oil industry. Re-
gional correlations indicate that this section is prcbably really Ordovician
in age and will be referred to as such in this report. This carbonate sec-
tion is the primary objective and is expected to rangs from 200' thick on
the east side of the unit to nearly zero on the west side. T2 trap is
formed by structural contours closing against the truncation line and
against a permeability barrier on the northwest flank. The existence of
this barrier is indicated by the Union #1 Kitchens (Unit K, Section 6,
Township 9 South, Range 26 East) which encocuntered 178' of Orodovician
section and only recovered gas in volumes tco small to measure and 675' of
mud_  Permeabilitv and water occurs eastward as evidenced by the Honolulu
0il Corp. #1 McConkey (Unit D, Section 10, Township 9 South, Range 26 East),
A drill stem test of this section recovered 800' of salt water and surfaced
gas in quantities tco small to measure in 180 minutes. The top of Cthis
test interval was 6205' (-2362') and is the highest occurrence of water
on the prospect, Due to the preponderance of gas shows along this trun-
cation line, it is felt that this is a gas, rather than oil, prospect.

The unit outline, as shown on the structure map, is based on a gas
reservoir with an assumed gas-water contact at approximately -1900'., In
general, half section increments were used with the exception of 40 acres
of fee land in the SE/&4 of the SE/& of Section 19, Township 9 South, Range

27 East,
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In our spinion, the unit outline represents a reasonable interpretation
of an exploratory unit which might be productive. The unit agreement will
provide for enlargement upon appropriate authorizations in the event that
areas preszntly outside the proposed unit prove to be productive.

i ' Upon approval of the unit, Marathon 0il Company, as unit operator,
proposes to drill a well to basement at approximately 6000'. The location
is tentatively proposed toc be in the SW/4 of the SW/4 of Section 23, Town-
ship 9 South, Range 26 East. The top of the Ordovician is expected to be

at about 5600' using an estimated elevation of 3800°,

Respectfully submitted,

MARATHON OIL COMPANY

&

By, e 4/ Lo iid

; Attachements: Exhibit Ordovician Structure Map

: Exhibit Cross Section A-A!
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' CASE NO.___ #0032

4 BEFORE EXAMINEL MUTTER
) CIL CONSERVATION . LMAISSION
/

(4,,@&’ EXHIBIT NO. __/

g ) UNIT AGREEMENT FOR THE

DEVELOPMENT AND OPERATION OF THE
DALLAS RANCH UNIT AREA, CHAVES COUNTY, NEW MEXICO

m.

THIS AGREEMENT, entered into as of the //;(Z day of December, 1968,

by and between th

[y

parties subscribing, ratifying, or consenting hereto, and

herein referred to as the "parties hereto,"

WTTNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty, or
other oil or gas interests in the Unit Area subject to this Agreement; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico
is authorized by an Act of the Legislature (Chapter 7, Article 11, Section 39,
N. M, Statutes 1953, annotated) to coasent to and approve the development or
operation of State 1ands‘under agreements made by lessees of State lands
jointly or severally with other lessees where such agreements provide for the
Unit operation or developnent of p2=t of or all of any gas pool, field, or
area; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico
is authorized by an Act of the Legislature (Section 1, Chapter 162)(Laws of
1951, Chapter 7, Article 11, Section 41, N, M, Statutes 1952, annotated) to
amend, with the approval of lessee, evidenced by the lessee's execution of
such agreement or otherwise, any oil and gas lease embracing State lands so
that the length of the term of said lrace may ccincide wiinh the rerm of such
agreements for the Unit operation and development of part or all of any oil or
gas pool, field, or area; and

WHEREAS, the 0il Conservation Commission of the State of New Mexico
(hereinafter referred to as the "Commission') is authorized by an Act of the
Legislature (Chapter 72, Laws 1935; Chapter 65, Article 3, Section 14, N, M.
Statutes 1953, annotated) to approve this Agreement and che conservation pro-
visions hereof; and

WHEREAS, the parties nereto hold sufficient interests in the Dallas

Ranch Unit Area, covering the land hereinafter described, to give reasonably
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effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent wastz, and secure other benefits obtainable through develop-
ment 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. UNIT AREA:

The following described land 1is hereby designated and recognized as
constituting the Unit Area:

T-9-8, R-26-E, N.M,P.M,:
Section 13 - All
Section 14 - §/2
Section 21 - All
Section 22 - All, except S/2 SW/4
Section 23 - All
Section 24 - All
Section 25 - All
Section 26 - All
Section 27 - All
Section 28 - All
Section 33 - All
Section 34 - All
Section 35 - N/2

T-9-S, R-27-E, N,M,P.M.:
Section 18 -~ All
Section 19 - All, except SE/4 SE/4

containing 8,848.60 acres, more or less,

Exhibit "A" attached hereto is a map showing the Unit Area and the
boundariee and identity of tracis and leases in sald area to the extent known
to the Unit Operator. Exhibit "B" attached hereto is a schedule shewing, to
the extent known to the Unit Operator, the acreage, percentage, and kind of
ownership of oil and gas interests in all lands in the Unit Area. However,
nothing herein or in said schedule or map shall be construed as a representa-
tion by any party hereto as to the ownership of any interest other than such
inﬁerest, or interests, as are shown on said map or schedule as owned by such
party. Exhibits "A" and "B" shall be revised by the Unit Operator whenever
changes of ownersnip in the Unit Area render such revisions necessary or when

requested by the Commissioner of Public Lands (hereinafter referred to as
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“"Commissioner') to do so.
All land committed to this Unit Agreement shall constitute land refer-
red to herein as "unitized land" or "lands subject to this Agreement.,'

2. UNITIZED SUBSTANCES:

All oil, gas, matural gasoline, and assocliated fluid hydrocarhons in
any and all formations of the unitized land are unitized under the terms of
this Agreement and herein are called "unitized substances."

3. UNIT OPERATOR:

Marathon Cil Company is hereby designated as Unit Operator and, by
sianature hereto, commits to this Agreement all interest in unitized substances
vested in it, as set forth in Exhibit "B", and agrees and consents to accept
the duties and obligations of Unit Operator for the discovery, development,
and production of unitized substances as herein provided. Whenever reference
is made herein to the Unit Operator, such reference means the Unit Operator
acting in that capacity and not as an owner of interests in unitized substances;
and the term ''working interest owner'" when used herein shall iunclude or refer
to Unit Operator as the owner of a working interest when sucir an interest is

owned by it,

4. RESIGNATION OR REMOVAL OF UNIT OPERATOR:

Unit Operator shall have the right to resign at any time, but such
resigpation shall not become effective untii a successor Unit Operator has been
selected and_approved in the manner provided for in Section 5 of this Agreement.
“he resignation of the Unit Operator shall not release the Unit Operator from
any liability or auy default by it nereunder occurring prio- to the zffective
date of its resignation.

Unit Operator may, upon default or failure in the performance of its
duties or obtligations hereunder, be subject to removal by the same percentage
vote of the owners of working interests determined in like manner as herein
provided for the selection of a new Unit Operator. Such removal shall be effec-
tive upon notice thereof ta tha Commissioner.

The resignation or removal of the Unit Operaitor under this Agreement
shall not terminate its right, title, or interest as the owner of a working

interest or other interest in unitized substances, but upoun the resignation or




removal 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 new duly
qualified succiessor Unit Operator, or to the owners thereof if no such new
Unit Operator is elected, to be used for the purpose of conducting Unit opera-
tions hereunder. Nothing herein shall be construed as authorizing removal of
any material, equipment, and appurtenances needed for the preservation of any
wells.

5. SUCCESSOR UNIT QPERATOR:

Whenever the Unit Operator shall resign as Unit Jperator or shall be
reroved as hereinabove provided, the owmers of the working interests, accord-
ing to their respective acreage interests in all unitized land, shall, by a
ﬁajority vote, select a successor Unit Operator; provided, that if a majority
but less than seventy-five per cent (75%) of the working interests qualified
to vote is owned by one party to this Agfeement, a concurring vote of suffi-
cient additional parties, so as to constitute in the aggregate not less than
seventy~five per cent (75%) of the total working interests, shall be required
to select a new Unit Operator. Such selection shall not become effective
until (a) a Unit Operator so selected shall accept in writing the duties and
responsibilities of Unit Operator, and (b) the selection shall have been
approved by the Commissioner. If no successor Unit Operator is selected and
qualified as herein provided, the Commiesioner, at his election, may declare
this Ui it Agreement terminated.

Pt AT TITY AT I T v

6. ACCOUNTING PROVISIOLNS:

The Unit Operator shall pay, in the first irstance, all costs and
expenses incurred in conduecting Unit operations hereunder, and such costs and
expenses and the working interest benefits accruing hereunder shall be appor-
tioned among the owners of the unitized working interests in accordance with
an Operating Agreement entered into by and between the Unit Operator and the
owners of such interests, whether one or more, separately or collectively,

Any agreement, or agreements, 2ntered into between the working interest owners
and the Unit Operator as provided in this section, whether one or more, is

herein referred to as the "Operating Agreement." No such Operating Agreement




shall be deemed either to modify any of the terms and conditions of this Unit
Agreement or to relieve the Unit Operator of any right or obligation established
under this Unit Agreement, and in case of any inconsistencies or conflict
batween this Unit Agreement and the Operating Agreement, this Unit Agreement
shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNJIT OPERATOR:

Except as otherwise specifically provided herein, the exclusive right,
privilege, and duty of exercising any and all rights of the parties hereto
which are necessary or convenient for prospecting for, producing, storing,
allocating, and distributing the unitized substances 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 d=2fine the rights,
privileges, and obligations of Unit Operator. Nothing herein, however, shall
be construed to transfer title to any land or to any lease or operating agree-

ment, it being understood that under this Agreement, the Unit Operator, 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.

8. DRILLING TO DISCOVERY:

ﬁ The Unit Operator shall, within sixty (60) days after the effective
date of this Agreement, commence operations upon an adequate test well for oil

and gas upon somé part of

_?‘.,

drill said well with due diligence to a depth sufficient to test tne Ordovician
U O P : RS o
formation, or to such a depth as unitized substances shall be discovered in

paving guantities at a lesser depth, or until it shail, in the opinion of Unit v
Operator, be determined that the further drilling of said well shall be

urwarranted or impracticable; provided, however, that Unit Operator shall not,

in any event, be required ‘o drill said well to a depth in excess of six thou-

sand three hundred (6,300) feet. Until a discovery of a deposit of unitized

(SRS

substances capable of being produced in paying quantities (to wit: quantities
? sufficient to repay the costs of drilling and producing operations with a
reasonable profit), Unit Operator shall continue drilling diligently, one well

at a time, allowing not more than six (6) months between the completion of one

R v PURUI
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well and the beginning of the next well, until a well capable of producing
unitized substances in paying quartities is completed to the satisfaction of
the Commissioner, or until it is reasonably proven to the satisfaction of the
Unit Operator that the unitized land is incapable of producing unitized sub-
stances in paying quantities in a formation, or formations, drilled hereunder.
Nothing in this Section 8 shall be deemed to limit the right of the Unit Oper-
ator to resign as provided in Section 4 hereof or as requiring Unit Operator
to commence or continue any drilling during the period pending such resigna-
tica's becoming effective in order to comply with the requirements of this
Section 8.

Any well commenced prior to the effective date of this Agreement upon
the Unit Area and drilled to the depth provided herein for the driiling of an
initial test well shall be considered as complying with the driliing require-
ments hereof with respect to the initial well. The Commissioner may modify
the drilling requirements of this section by granting reasonable extensions of
time when, in his opinion, such action is warranted.

Upon failure to comply with the drilling provisions of this section,
the Commissioner may, after reasonable notice to the Unit Operator and each
working interest owner, lessee, and lessor at their last known addresses,
declare this Unit Agreement terminated, and all rights, privileges, and obliga-
tions gramted and assumed by this Unit Agreement shall cease and terminate as
of such date.

9, OBLIGATIONS OF UNIT OIERATOR AFXTER DISCOVERY OF UNITIZED SUBSTANCES:

Sheuld unitized substancts in paying duantities be discovered upon
the Unit Area, the Unit Operator shall, on or before six (6) months from the
time of the completion of the initial discovery well and within thirty (30)
days after the expiration of each 12-month period thereafter, file a report
with the Commissioner and Commission of the status of the development of the
Unit Area and the development contemplated for the following 12-month period.

It is wnderstood that one of the main considerations for the approval
of this Agreement by the Commissioner of Public Lands is to secure the orderly
development of the unitized lands in accordance with good conservation prac-

tices so as to obtain the greatest ultimate recovery of unitized substances.




i

After discovery of unitized substances in pa‘ing quantities, Unit
Operator shall proceed with diligence to reasonably develop the unitized area
as a reasonably prudent operator would develop such area under the same or
similar circumstances.

1f the Unit Operator should fail to comply with the above covenant
for reasonable development, this Agreement may be terminated by the Commis-
sioner as to all lands of the State of New Mexico embracing undeveloped regular
well spacing or proration units, but, in such event, the basis of participation
by the working interest owmers shall remain the same as if this Agreement had
not been terminated as to such lands; provided, however, the Commissioner shall
give notice to the Unit Operator and the lessees of record in the manner pre-
scribed by Section 7-11-14, N, M, Statutes 1953, annotated, of intention to
cancel on account of any alleged breach of said covenant for reasonable develop-
ment, and any decision entered thereunder shkall be subject to appeal in the
manner prescribed by Section 7-11-17, N. M. Statutes 1953, ammotated; and, pro-
vided further, in any event the Unit Operator shall be given a reasonable
opoortunity, after a final detcrmination, within which to remedy any default,
failing in which, this Agreement shall be terminated as to all lands aof the
State of New Mexico embracing undeveloped regular well spacing or proration
units.

10. PARTICIPATION AFTER DISCOVERY:

Upon completion of a well capable of producing unitized substances
in paying quaniiiies, the vwners of working interests shall participate in the
production therefrom and in all other producing wells which may be drilled
pursuant hereto in the proportione that their respective leasehold interests
covered hereby on an acreage basis bears tc the total number of acres committed
to this Unit Agreement, and such unitized substances shall be deemed to have
been produced from the respective leasehold infterests participating therein.
For the purpose of det:rmining any benefits accruing under this Agreement and
the distribution of the royalties payable to the State of New Mexico and other
lessors, each separate lease shall have allocated to it such percentage of
said production as the number of acres in each lease respectively commicted to

this Agreement bears to the total number of acres committed hereto.




Notwithstanding any provisions contained herein to the contrary,
each working interest owner shall have the right to take such owner's propor-
tionate snare of the unitized substances in kind or to personally sell or
dispose of the same, and nothing herein contained shall be construed as giving
or granting to the Unit Operator the right to sell or otherwise dispose of the
proportionate share of any working interest owner without specific authoriza-
tion from time to time so to do.

11. ALLOCATION OF PRODUCTION:

All unitized substances produced from each tract in the unitized
area established under this Agreement, except any part thereof used for produc-
tion or development purposes hereunder (including, but not limited to, drill-
ing, operating, camp, and other production or development purposes, and
repressuring or recycling), or unavoidably lcst, shall be deemed to be produced
equally on an acreage basis from the several tracts of unitized land; 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 its area bears to the entire unitized area. It is hereby agreed
that production of unitized substances from the unitized area shall be allo-
cated as proyided herein, regardless of whether any wells are drilled on any
particular tract of said unitized area.

12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDTNG ROYALTIES:

Al]l rentals due the State of New Mexico shall be paid by the respec-
tive lease owners in accordance with the terms of their leases,

All royalties due the State of New Mexico under the terms of the
leases committed to this Agreement shall be computed and paid on the basis of
all uaitized substances allocated to the respective leases committed hereto;
provided, however, the State shall be entitled to take in kind its share of
the unitized substances allocated to the respective leases, and, in such case,
the Unit Operator shall make deliveries of the State's royalty oil in accord-
ance with tne terms of the respective leases,

All rentals, if any, due under any leases embracing lands other than
lands of the Statc cof New Mexico shall be paid by the respective lease owners

in accordance with the terms of their leases, and all royalties due under the




terms of any such leases shall be paid on the basis of all unitized substances
allocated to the respective leases committed hereto.

If the Unit Operator introduces gas obtalned from sources other thar
the unitized substances into any preducing formation for the purpose of re-
pressuring, stimulating, or increasing the ultimate recovery of unitized sub-
stances therefrom, a like amount of gas, if available, 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 therefrom; provided, that such withdrawal shall be at such
time as may be provided in a plau of operation consented to by the Commissioner
and approved by the Commission as conforming to good petroleum engineering
practice; and, provided further, tinat such right of withdrawal shall terminate
on the termination of this Unit Agreement.

If any lease committed hereto is burdened with an overriding royalty,
payment out of production, or other charg= in addition to the usual royalty,
the owner of each such lease shall bear and assume the same out of the unitized
substances allocated to the iands embraced in each such lease as provided
herein,

13. LEASES AND CONTPACTS CONFORMED AND EXTENDED IN SO FAR AS THEY APPLY TO

LANDS WITHIN THE UNITIZED AREA:

The terms, conditions. and provisions aof all leases, subleases, ¢
ating agreements, and other contracts relating to the exploration, drilling,
development, or operation for oil or gas of the lands committed to this Agree-
ment shall be, as of the effectiye datc hereof, and the same are hereby
expressly modified and amended in so far as they apply to lands within the
unitized area to the extent necessary to make the same conform to the provi-
sions hereof and so that the respective terms of said leases and agreements
will be extended, in so far as necessary, to coincide with the term of this
Agreement. The approval of this Agreement by the Commissioner and the respec-
tive lessors and lessees chall be effective to conform the provisions and
extend the terms of each such leasc as to lards within the unitized area to

the provisions and terms of this Agreement, but otherwise to remain in full

force and effect, Each lease committed to this Agreement, in so far as it




applies to lauds within t'ie unitized area, shall continue in force beyond the
term provided therein as long as this Agreement remains in effect; provided,
that drilling operatiins upon the initial test well provided for herein shall
have been commeénced or said well is in the process of being drilled by the
Unit Operator prior to the expiration of the shortest term lease committed to
this Agreement. Termination of this Agreement shall not affect any lease
which, pursuant to the terms thereof or any applicable laws, would continue in
full force and effect thereafter. The commencement, completion, continued
operation, or production of a well, or wells, for unitized substances on the
Unit Area shall be construed and considered as the commencement, completion,
continued operation, or production on each of the leasehotd interests commiited
to this Agreement, and operations or production pursuant to this Agreement
shall be deemed to be operations upon and production from each leaszhold inter-
est comritted hereto; and there shall be no obligation on the part of the Unit
Operator or any of the owners of the respective leasehold interests committed
hereto to drill offsets to well: as between the leasehold interests committed
tc this Agreement, except as provided in Section 9 hereof.

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 com-
mitted and as to the portion not committed, and the terms of such leases shall
apply separately as to such segregated portions, commencing as of the effective
tanding any of th ovisions of this Agrecment 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

yidnd Fhovod
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n as to all lands embraced in such leage, it
oil and gas, or either of them, are discovered and are capahle of being pro-
duced in paying quantities from some part of the lands embraced in such lease
conmitted to this Agreement at the expiration of the secondary term of such
lease; or if, at the expiration of the secondary tevm, the lessee or the Unit
Operator is then engaged in bona fide drilling or reworking operations on some
part of the lands embraced therein, shall remain in full force and effect so

long as such operations are being diligently prosecuted, and if they result in

the production of oil or gas, said lease shall continue in full force and

-10-
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effect as to all of the lands embraced therein, so long thereafter as oil and
gas, or either of them, are being produced in paying quantities from any por-
tion of said lands.

14. CONSERVATION:

Operations hereunder and production of unitized substances shall be
conducted t. provide for the most economical and efficient recovery of said
substznces without waste, as defined by or pursuant to State laws or regula-
tions.

15. DRAINAGE:

In the event a well or wells producing oil or gas in payiag quanti-
ties shculd be brought in on land adjacent to the Unit Area and is draining
unitized substances from the lands embraced in the Uuit Area, Unit Operator
shall drill such offset well, or wells, «s a reasonably prudent operator would
drill under the same or similar circumstances.

16. COVENANTS RUN WITH LAND:

The covenants herein shall be construed to be covenants running with
the land with respect to the interests of the parties hereto and their succes-
sors ir interest ntil thig & t&s, and any grani, itransfer, or
conveyance of interest in land or leases subject hereto shall be, ard hereby
is, conditioned upon the assumption of all privileges and obligations here-
under by the grantee, transferee, (. other successor in interest. No assign-
ment or transfer of any working, royalty, or other interest subject hereto
shall be binding upon Unit Operator until the first day of the calendar month
after the Unit QOperator is furnished with the original, photostatic, or certi-

fied copy of the instrument of transfer.

17. EFFECTIVE DATE AND TERM:

Tuis Agreement shall become effective upon approval by the Cormis-
sioner and, unless terminated earlier by agreement of the owners of the working
interests as provided in this Section 17, shall terminate in two years after
such date unless (a) such date of expiration is extended by the Commissioner,
or (b) a valuable discovery of unitized substances has been made on unitized
land during said initial term or any extension thereof, in which case this

Agreement shall remain in effect so long as unitized substances are bein

[(mY)
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produced from the unitized land and, should production cease, so long there-
after as diligent operations are in progress for the restoration of production
or discovery of new production, and so long thereafter as the unitized sub-
ctances so discovered can be produced as aforesaid. This Agreement may be
terminated at any time by not less than seventy-five per cent (75%), on an
acreage basis, cf the owners of the working interests signatory hereto, with
the approval of the Commissioner. Likewise, the failure to comply with the
drilling requirements of Section 8 hereof may subject this Agreement to termi-
nation zs provided in said Section 8.

18. RATE OF PRODUCTION:

All production and the disposal thereof shall be in. conformity with
allocations, allotments, and quotas made or fixed by the Commission and in
conformity with all applicable laws and lawful regulations.

19. APPEsRANCES:

Unit Operator shall, after notice to other parties affected, have
the right to appear for and on behalf of any and all interests affected hereby
hefore the Cormissioner of Public Lands and the New Mexico 0il Conservation
Commission, and to appeal from orders issued under the regulations of the Com-
missioner or Commission or to apply for relief from any of said regulations or
in any proceedings on its own behalf relative to operations pending before the
Commissioner or Cormissior; provided, however, that any other interested party
shall also have the right at his own expense to appear and to participate in
any such proceeding,

26. NQTICES:

All notices, demands or statements required hereunder to be given or
rendered to the parties hereto shall be deemed fully given, if given in writing
and sent by postpaid registered mail, addressed to such party or parties at
their respective addresses set forth in connection with the signatures hereto
or to the ratification or consent hereof or to such other address as any such
party may have furnished in writing to the party sending the notice, demand or
statementk.,

21. UNAVOIDABLE DELAY:

All obligations under this Agreement requiring the Unit Operator to
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commence or continue drilling or to operate on or produce unitized substances
from any of the lands covered by this Agreement shall be suspended whiie, but
only so long as, the Unit Operator, despite the exercise of due care and dili-
gence, is prevented from complying with such obligations, in whole or in part,
by strikes, war, acts of God, Federal, State or municipal law or agencies,
unavoidable arcidents, uncontrollable delays in transportation, inability to
obtain necessary materials in open market, or other matters beyond the reason-
able control of the Unit Operator whether similar to matters herein enumerated
or not.

22. LOSS OF TITLE:

In the event title to any tract of unitized land, or substantial
interest therein, shall fail and the true owner cannot be induced to join the
Unit Agreement so that such tract is uot committad tu this Agreement or the
operation thereof hereunder becomes impracticable as a result thereof, such
tract may be eliminated from the unitized area, 2nd the interest of the parties
readjusted as a result of such tract keing eliminated from the unitized area.
In the event of a dispute as to the title to any royalt:, working or other
interest subject hereto, the Unit Operator may withheld payment or delivery of
the allocated portion of the unitized substances involved on account thereof,

1 | without 1liability for interest, until the dispute is finally settled, provided

that no payments of funds due the State of New Mexico shall be withheld. Unit

N V.'"r"l‘ i_

Operator, as such, is relieved from any responsibiiity for any defect or fail-
ure of any title hereunder.

23. NONDISCRIMINATION:

-=1

In connection with the performance of work under this A

K UnGey 1

imnit

&)

Operator agrees to comply with all of the provisions of Section 202 (1) to (7),

inclusive, of Executive Order 11246 (30 F.,R., 12319), as amended, which are set

forth in their entirety on Exhibit "C" attached hereto and incorporated herein

by reference.

9/
2L

T .

SUBSEQUENT JOINDER:

Any oil or gas interest in lands within tue Unit Area not conmitted
hereto prior to the submission of this Agreement for final approval by the Com-

missioner or the Commission may be committed hereto by the owner or owners of

-13-




such rights subscribing or consenting to this Agceement or executing a ratifi-
cation thereof and, if such owner is also a working interest owner, by sub-
scribing to the Operating Agreement providing for the allocation of costs of
exploration, development, and operation. A subsequernc joinder shall be effec-
tive as of the first day of the month following the filing with the Commissioner
and the Commission of duly executed counterparts of the instrument or instru-
ments committing the interest c¢f such owner to this Agreement, but such joining
party or parties, beifore participating in any benefits hereunder, shall be
required to assume and pay to Unit Operator their proportionate share of the
Unit expemse incurred prior te such party's, or parties', joinder in the Unit
Agreement, and the Unit Operator shall make appropriate adjustments caused by

such joinder, without any retroactive adjustment of reverue.

25. COUNTERPARITS:

This Agreemen! may be executed in any number of counterparts, mo one
of which needs to be executed by all parties, or may be ratified or consented
to by separate instrument in writing specifically referring hereto, and shall
E' be binding upon all those parties who have executed such a counterpart, ratifi-

cation, or consent hereto with the same force and effect as if all such par-

ties had signed the same document and regardless of whether or not it is

executed 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 have set opposite their respective names the date of execution.

UNIT OPERATOR

MARATHON OTIT, COMPANV

AFFROVED I:S-.

4{27;%7(25%/1/491(/‘£é;r- Vo

pate __ /D ~//-&6F By < L7 t.JW
D, W, Franklin, ’

Division Exploration Manager

Addresgs: P, 0, Box 552

Midland, Texas 79701

e e o A i
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Date

Date

Date

Date

Date

WORKING

INTEREST OWNERS

-15-

BELL PETROLEUM COMPANY

By

Address: Suite 400 - 700 Wilshire Blvd.

Los Angeles, Calif. 90017

HUMBLE OIL & REFINING COMPANY

By

Address: P. 0. Box 1600

Midland, Texas 79701

ATLANTIC RICHFIELD COMPANY

By

Address: P, 0. Box 1578

Roswell, New Mexico 88201

ALLIED CHEMICAL CORPORATIONM

By

Address: 1300 Wilco Building

Midland, Texas 79701

PHILLIPS PETROLEUM COMPANY

By

Address: P, 0, Box 791

Midland, Texas 79701




JOSEPH E. SEAGRAM & SONS, INC,

Date By

Address: P. 0. Box 4067

Midland, Texas 79701

J. M. HUBER CORPORATION

Date By

Address: 922 Vaughn Building

Midland, Texas 79701

Date

N. L. STEVENS, JR.

Address: 606 Security National Bldg.

Nows M
ST

1)
M4
Ad
0
9]
(9]
43
[R%]
[4=]
-

STATE OF TEXAS X
X
COUNTY OF HARRIS X
y /1
The foregoing instrument was acknowledged before me this //‘“ day

of December, 1968, by D, W. Franklin, Division Exploration Manager of MARATHON

OIL COMPANY, an Ohio corporation, on behalif of said corporation.

%;;ZZzzi;y' c;f? QF§Z:AL4Z£;/

Notary Public in and for

LJTHER L. HINTON Harris County, Texas

Matary Oublic In and for Harris County, Texas

My commission expi%gémnunBﬂonEXMmsJunel}1959

-16~




STATE OF CALIFORNIA X
X
COUNTY OF LOS ANGELES

The foregoing instrument was acknowledged before me this day

of , 196__, by s
of BELL PETROLEUM COMPANY, a carporation, on behalf of said
corporation.

Notary Public in and for
Los Angeles County, California

My commission expires

STATE OF TEXAS ¥
X
COUNTY OF MIDLAND ¥
The foregoing instrument was acknowledged before me this day

of , 196 , by R

—

nf HIMRIE NTT < DETTNTNA ANMEBANY A Natarvnawa ~AsmaArakt A An hahatl s af =~
U Do S SAOLLNS LUALSALT, DL laulnT Lorpeoratlic c

corporation.

Notary Public in and for
Midland County, Texas

My commission expires

STATE OF NEW MEXICO X

X
COUNTY OF CHAVES )1
The foregoing instrument was acknowledged before me this day
of ,» 196, by 5

of ATLANTIC RICHFLELD COMPANY, a Penmnsylvaniz corporation, on behalf of said

corporation.

Notary Public in and for
Chaves County, New Mexico

My commission expires

-17-



STATE OF TEXAS X
X
COUNTY OF MIDLAND ¥

The foregoing instrument was acknowledged before me this day

196__, by ,
corporation, on behalf of

of ’

of ALLIED CHEMICAL CORPORATION, a

said corporation.

Notary Public in and for
Midland County, Texas

My commission expires

STATE OF TEXAS X
X
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me this day

of , 196, by s

COMPANY. a Delaware corporation, on behalf of said cor-

of PHILLAF3 ToIRCLEUM

poration.

Notary Public in and for
Midland County, Texas

My commission expires

STATE OF TEXAS

Tyl Yl

The foregoing instrument was acknowledged before me this day

of , 196, by s

corporation, on behalf

R\l a

of JOSEPH E, SEAGRAM & SONS, IXC., 2 -

of said corporation.

Notary Public in and for
Midland County, Texas

My commission expires

-18-
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STATE OF TEXAS ¥
X
COUNTY OF MIDLAND §¥
The foregoing instrument was arknowledged before me this day

of , 196__, by ,

of J. M, HUBER CORPORATION, a corporation, on behalf of

said corporation.

Notary Public in and for
Midland Couuiy, Texas

My commission expires

STATE OF NEW MEXICO }

|

COUNTY OF CHAVES X
The foregoing instrument was acknowledged before me this day

of , 196, by N. L. STEVENS, JR.

Notagy Fublic in and for
Chaves County, New Mexico

My commission expires

-19-
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~ CHAVES COUNTY NEW MEXIco
rltltlrlflfllhlntlllllllll
Sexial No, Basic
Working Interegt
and Expiration Royalty o<mnnunnnm Royalty and wmnnmsnmmm

Number Dite & Percenty e and Percenta e
|lll|l|1||||r:l|t|llflt:hr!l;lollilrl!li

1 K-934-1 State - a13 Miles ¢, Colligan 1.75% Bell Petroleum Company
11-15.70 12.52) William K, Barnhill 1,752 100.00000g
2 Sec, 13; Nw/4 NE/4; E/2 Nw/4 280.00 L-225 Stite - 211 None Marathon 013 Company
Sec. 14. NW/4 SE/4 9-19-;77 AHN.qu 100.000002
Sec. 23: E/f2 SE/4; sw/4 SE/4
3 See. 13. 8/2 320,09 L-224 State - o131 None darathon 011 noaﬁmbw
9-19-77 (12,.52) 100.000002
4 Sec. 13;: g/ NE/4
Sec, 14- NE/4 SE/4 120,00 K~934 State -~ A17 None J. M. Huber Corporation
11-15-70 (12.52) 106.000002
5 Sec, 14; S/2 SE/4 80,00 0G-5680 State - 413 None Phillipg Petroleum
7-21-69 (12,52) Company 100. 00000y
6 Sec, 14; SW/4 240,00 K-20231 State - 413 None Allied Chemica]
Sec, 22: N/2 sw;x 12-19-71 (12.52) Corporation 83,333337
Joseph E, Seagraa s Sens,
Inc, 16.66667%
7 Sec, 231: NE/4; N/2 NW/4 240,00 K-2780 State . 213 None Allied Chemica}l
10-16-72 (12.5%) Corporation 83.33333y
Joseph E, Seagram & Sons,
Ine, 16.66667%
8 Sec, 21: g/2 NW/4; sE/4 SW/4 720.00 0G-5898 Svate - 41) Mileg A, Colligan 1.752 Bell] Petroleum Company
9-15-69 (12,5%) William K. Barnhilg 1.752 100. 00000

(Cont'q)




Page 2

Serial No. Basic
and Expiration Royalty Overriding Royalty Working Interesgt
Number Description Acres Jate & Percentage and Percentage and Percentage
8
(Cont'd) Sec. 22: N/2 NW/4: SW/4 NW/4
Sec. 27: NE/4; N/2 NW/4
N/2 SW/4; SE/4 Su/4;
N/2 SE/4; SW/4 SE/b;
9 Sec, 22: E/2 NE/4; SE/4 400,00 L-226 S:ate - All None Atlantic Richfield
Sec. 27: S/2 NW/4; SW/4 SW/4; 9-19..77 (12.5%) Company 100.00000%
SE/4 SE/4
10 Sec. 22: W/2 NE/4; SE;4 NW/4 280,00 L-31¢ State ~ All None Marathon 0il Company
Sec., 33: N/2 NEf4: SE/4 NE/4 10-17-77 (i2,5%) 100.00000%
Sec, 35: NE/4 NE/4 -
11 Sec. 23: N/2 600,00 L-16% State - All None Atlantic Richfield
Sec, 25: E/2 NE/4; SW/4 NE/4; 8-15-77 (12.5%) Company 100.00000%
NW/4
12 Sec, 23: SW/4; NW/4 SE/4 480.C0 0G-5¢ 82 State - All Hone Phillips Petroleum
Sec, 25: SW/4; NW/4 SE/4; 7-21-69 (12.5%) Company 100.00000%
E/2 SE/4
13 Sec. 24: All 640.00 L-86-1 State - All None Humble 0il and Refining
7-18-77 (12.5%) Company 100,00000%
14 Sec, 25: NW/4 NE/4; SW/4 SEf4; K-93% State - All None Allied Chemical
360,00 11-15-70 (12.5%) Corporation 83.33333Z
Sec, 28: S/2 Sw/4; Joseph E, Seagram aad
Sec, 34: SW/4 NE/4 Sons, Inc. 16.66667%
Sec. 35: NW/4 NE/4; N/2 NwW/4
SW/¢ Nw/4.

i) i MAAN dABIS A HE it

(Cont'd)



Page 3

Serial No. Basic
No, of and Ixpiration Royalty Overriding Royalty Working Interest
Number Description Acres De te & Percentage and Percentage and Percentage
Sec., 26: All 640,00 K-2851-1 State - A1l None Allied Chemical
11-20-72 (12.5%) Corporation 83,33333%
Joseph E, Seagram & Song,
Inc, 16.66667%
Sec. 28: N/2; NE/4 8W/4; 960.00 0G-5899 State - All Miles A. Colligan 1.75% Bell Petroleum Company
S/2 SE/4 9-15-59 12.,5% Willian K. Barnhill 1.75% 100.00000%
Sec, 33: E/2 NW/4; W/2 sw/4; SE/4 SW/4
Sec. 34: N/2 NW/4; SE/4 SW/4
E/2 SE/4,
Sec. 35: S/2 NE/4; SE/4 NW/4,
Sec. 33: NW/4 NW/4; SEf4 SE/4 80.00 L-404 State -. All done Norman L. Stevens, Jr,
11-21..77 (12.5%) 100.00000%
Sec. 33: SW/4 NE/4; SW/4 NW/4; 320,00 K-3764 State - All None Allied Chemical
NE/4 SW/4; N/2 SE/4; 12-17-73 (12,5% Corporation 100.00000%
SW/4 SE/4.
Sec. 34: NW/4 NE/4; SW/4 NW/4
Sec, 34: E/f2 NE/4; SE/4 NW/4; 320,00 K-5994 State -~ All None Atlantic Richfield
N/2 SW/4; sw/4 SW/4; 5-17-16 (12.5%) Company 100.00000%
W/2 SE/4
Sec. 21: SE/4; N/2 SW/4; 760.00 L-315-1 State - All None Humble 0il & Refining
SW/4 SW/4 10-17-77 (12,5%) Company 100.00000%
Sec. 28: N/2 SE/4; NW/4 SW/4
TOWNSHIP 9 -~ SOUTH, RANGE 27 ~ EAST N.M,P.M,
Sec. 18: N/2 NE/4: ey/4 NE/4;
E/2 NW/4,
Sec. 19: NE/4 NE/4: SW/4 NE/4;
E/2 NW/4,
(Cont'd)
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Page "

Serial No, Basic
Tract No. of and Expiration Royalry Overriding Rovalty Working Interest
Number Description Acres Date & Percentage and lercentage and Percentage
21 Sec, 18: SE/4 NE/4; E/2 SE/4; 160,00 K-4086 State - All None Humble 0il & Refining
RE/4 SW/4 5-19-74 (12.5%) Company 100,00000%
22 Sec, 18: Lots 1, 2, 3, 4; 728.60 L-166 State - All None Marathon 0il Company
SE/4 SW/4; W/2 SE/4. 8-15-77 (12,5%) 100.00000%
Sec. 19: Lots 1, 2, 3, 4;
NW/4 NE/4; SE/& NE/4;
E/2 SW/4; W/2 SE/4;
NE/4 SE/4.
TOTAL: Twenty-two cracts comprising 2,848.60 Acres of State of New Mexico Lands,

Coaiiic dgag
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EXHIBIT '"C"

Attached to and Made a Part of the
Unit Agreement for the Development and Operation of the
Dallas Ranch Unit Area, Chaves County, New Mexico

Equal Employment Opportunity Provision

During the performance of this contract, Unit Operator (Marathon 0il Company)
agrees as follows:

(1) The Unit Operator will not discriminate against any employee or applicant

(2)

3

(4)

(5)

(6)

(7)

for employment because of race, religion, color, sex, or national origin.
The Unit Operator will take affirmative aciion to ensure that applicants
are employed, and that employees are treated during employment, without
regard to their race, religion, color, sex, or national origin. Such
action shall include, but not be limited to, the following: employment,
upgrading, demotion, or transfer; recruitmeit or recruitment advertising;
layoff or termination; rates of pay or other forms of compensation; and
selection for training, including apprenticeship. The Unit Operator agrees
teo post in conspicuous places, available to employees and applicants for
employment, notices to be provided by the contraciing officer setting
forth the provisions of this nondiscrimination clause,

The Unit Operator will, in all solicitations or advertisements for
employees placed by or -u behalf of the Tmit Operator, statce that all

qualified applicants will receive consideration for empluyment without
regard to race, religion, color, sex, or national origin.

The Unit QOperator will send to each labor union or representative of
workers with which he has a collective bargaining agreement or other con-
tract or understanding, a notice to be provided by the agency contracting
afficer, advising the labor union or workers'® representative of the Unit
Operator's commitments under Section 202 of Executive Order 11246 of
September 24, 1965, and shall post copies of the notice in conspicuous
places available to employees and applicants for employment.

The Unit Operator will comply with all provisions of Executive Order 11246
of September 24, 1965, and of the rules, regulations, and relevant orders
of the Secretary of Labor,

The Unit Operator will furnish all information and reports required by
Executive Order 11246 of September 24, 1965, and by the rules, regulatioms,
and orders of the Seeretarv of Labor, or pursuant therete, and will permit
access to his books, records, and accounts by the contracting ag>ncy and
the Secretary of Laher for puvpuses of investigation to ascertain compli-
ance with such rules, regulations, and orders.

In the event of the Unit Operator's noncompliance with the nondiscrimina-
tion clauses of this contract or wi“h any of such rules, regulations, or
orders, this contract may be canceled, terminated, or suspended in whole
or in part, and the Unit Operator may be declared ineligible for further
Government contracts in accordance with procedures authorized in Executive
Order 11246 of September 24, 1965, and such other sanctions may be imposed
and remedies invoked as provided in Executive Order 11246 of September 24,
1965, or by rule, regulation, or order of the Secretary of Labor, or as
otherwise provided by law.

The Urit Operator will include the provisions of paragraphs (1) through
(7) in every subcontract or purchase order unless exempted by rules, regu-
lations, or orders of the Secretary of Labor issued pursuant to Secticn
204 of Executive Order 11246 of September 24, 1965, so that such provi-
sions will be binding upon each subcontractor or vendor. The Unit
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Operator will take such action with respect to any subcontract or purchase
order as the contracting agency may dlrect as a means of enforcing such
provisions including sanctions for noncompliance: Provided, however,

that in the event the Unit Operator bocomes involved in, or is threatened
with, litigation with a subcontractor or vendor as a result of such direc-
tion by the contracting agency, the Unit Operator may request the United

States to enter into such litigation to protect the interests of the
United States.




EXHIBIT D"

Attached to and Made a Part of the
Unit Agreement for the Development and Operation of the
Dallas Ranch Unit Area, Chaves County, New Mexico

Equal Opportunity in Empleyment Certification of Nonsegregated Facilities

The Unit Operator, Marathon 0il Company, by entering into this con-
tract, certifies that it does not maintain or provide for its employees any
segregated facilities at any of its establishments, and that it does not per-
mit its employees to perform their services at any location, under its control,
where segregated facilities are maintained. It certifies further that it will
not maintain or provide for its employees any segregated facilities at any of
its establishwments, and that it will not permit its employees to perform their
services at any location, under its control, where segregated facilities are
maintained. Unit Operator agrees that a breach of this certification is a
violation of the Equal QOpportunity clause in this contract. As used in this
certification, the term ''segregated facilities" means, but is not limited to,
an, waiting rooms, work areas, rest rooms and wash rooms, restaurants and other
eating areas, time clocks, locker rooms and other storage or dressing areas,
parking lots, drinking fountains, recreation or entertainment areas, transpoita-
tivii, and honsing facilities provided for employe2s which are segregated by
explicit directive or are in tact segicgatcd on the hasis of race, c.eed,
color, or national origin, because of habit, local custom, or otherwise. It
further agrees that (except where it has obtained identical certifications
from proposed subcontractors for specific tin> veriods) it will obtain identi-
cal certifications from proposed subcontractors prior to the award of sub-
contracts exceeding $1U,000 which are not exempt from the provisions of the
Equal Opportunity clause; that it will retain such certifications in its files;
and that it will forward the following notice to such preposed subcontractors
(except whevre the proposed subcontractors have submitted identical certifica-

tions for specific time periocds):

Notice to Prospective Subcontractors of Requirement
For Certifications of Nonsegregated Facilities

A Certification of Nonsegregated Facilities, as required by the May
9, 1967, order (32 F,.R, 7439, May 19, 1967) on Elimination of Segregated
Facilities, by the Secretary of Labor_ must be submitted prior to the award of
a subcontract exceeding $10,000 which is not exempt from the provisions of the
2gu2l Opnortunity clause., The certification may be submitted either for each
subcontract or for all subcontracis during 2 pexiod (i.e., quarterly, semi-
annually, or annually).

MARATHON OIL COMPANY

By QW ‘ 2 /L/;;W‘»éﬂ.. “J o

D, W, Franklin,
Division Exploration Manager
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3 BEFORE THE

e NEW MEXICO OIL CONSERVATION COMMISSION
z .

$ santa Fe, New Mexico

§ December 19, 1968

-
)

IN THE MATTER OF:

Application of Marathon 0il Company ) Case No. 4002
for a unit agreement, Chaves County, )
New Mexico.

)

e

BEFORE: DANIEL S. NUTTER

19092 @ PHONE 243.6691 ® ALBUQUERQUE. NEW MEXICO

e

3
°
g
3 TRANSCRIPT OF HEARING
2




MR. NUTTER: Call Case 4002,

MR, HATCH: Application of Marathon 0il Company

for a unit agreement, Chaves County, New Mexico.

MR, MORRIS: Mr, Examiner, I'm Dick Morris, of

Montgomery, Federici, Andrews, Hannahs & Morris, Santa Fe,

appearing on behz1lf of the applicant. I have two witnesses,

Mr, Butler and Mr. Miller. I ask that they both stand and be

sworn at this time.

(Witnesses sworn,)

(Yhereupon, Applicant’s Exhibits
1 through 5 marked for
identification,)

S B TR

W. T. BUTLER, called as a witness, having been

first duly sworn, was examined and testified as follows:

DIRECT EXAMINATION

BY MR, MORRIS:

Q Mr. Butler, please state your name and where you

reside?

A My nam=2 is W. T. Butler, I am employed by Marathon
0il Company, Midland, Texas,

Q In what capacity are von emploeycd with marathon?

A I am a land man, working in the southeastern two-

thirds of New Mexico, which includes Chaves County, in which




this unit is located.

Q Have you previously testified before the
Commission or one of its examiners and had your qualifications
as & land man established as a matter of record?
A Yes, sir.
MR, MORRIS: Are the witness's qualifications
accepted?
MR. NUTTLR: They are,
Q (By Mr. Morris) Mr. Butler, please refer to the
Unit Agreement which has been marked Exhibit 1 in this case,
and first turn to Exhibit A attached to that un:t agreement

with is the plat.

A This is a true copy of the Dallas Ranch Unit Agreement,

Exhibit A is the plat showing the outline of the unit area,
the t:acts within the unit area, the State Lease numbers and
leasehold ownership.

Q Now, this shows the outline of the unit area that
is stippled, is that correct?

A Yes, sir, there is one tract within the unit area
that the owner, Champlin Petroleum Company, declined to join
the unit, This tract is the south half of the southwest

quarter of Section 22, containing 80 acres, but Marathon as

operator is of the opinion that we can successfully operate




this unit without the joinder of this company.

Q So that 80 acres has been deleted from the unit,
it's not pa.st of the unit area?

A That is right, sir.

Q How many acres does the Dallas Ranch Unit contain?

A The Dallas Ranch Unit contains 8,848.60 acres.

Q This acreage is located in Township 9 South,

26 and 27 EBast, is that correct?

A That is correct.

Q Approximately where is this unit located with
reference to the City of Roswell?

A The unit is located approximately 15 miles
northeast of Roswell.

Q wvhat is Exhibit B to the unit agreement?

A Exhibit B is a take-off, descriptive, showing the
tract numbers; describing the acreage in each trant; giving
the numbers of acres of each tract; showing the State Lease
numbers; the overriding royalty owners, their percentages;
and the working interest owacres with their narcentages. of
each tract,

Q Would you summarize the information shown on this
exhibit, first with respect to the working interest owners,

state who the working interest owners are, and their




approximate percentage interest in the unit?

A The working interest owners are Marathon Oil Company
as unit operator, with approximately 18%; Humble 0il and
Refining Company, approximately 17%; Allied Chemical Corporation,

approximately 17%; Phillips Petroleum Company, approximately

Petroleum Company, approximately 6%; Joseph E. Seagrams & Sons,
Inc., approximately 3%; J. M. Huber Corporation, a little over
1%; and Norman L. Stevens, approximately 1%.

Q Now, Mr. Butler, do these percentages that you
have just given, do they vary depending upon whether you are
talking about the cost interest or the interest after pay-out
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A The percentages I just gave are the committed

acrage percentages. Now, due to farmouts which are being
taken by Marathon and Humble, the cost percentages will vary
somewhat.

Q What is the status of commitment of the working

interest owners to the unit at the present time?

A All working interest owners within thz unit outline
have verbally committed their acreage to the unit.
Q With respect to the royalty interest, did I understand

you to say a while ago that al} of the acreage involved in this
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unit is State acreage?

A All of the acreage is Sfate acreage and the State

of New Mexico is the only royalty owner,

P Has the State given preliminary approval of this

[

unit?

A Yes, sir; we have a letter from the Commissioner's

Office of a preliminary approval to the unit agreement as

to form and content, copies of which were presented in this

hearing.

And that letter has heen marked as Exhibit No. 2

Q

in tbis casc, is that correct?

A That is correct,

Q What is the situation with respect to the overriding

royalty interest?

A There are only two overriding royalty owners in

the unit, these owners are under the Bell Petroleum Company

Leases, and these two owners have been given an opportunity

to join the unit,

Let's refer to the unit agreement itself. What is

Q
the form of this agreement?

A The unit agreement is on the State form with no

unusual provisions,

4] And this is the standard form for an exploratory
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: unit?
L
F: A That is correct.
i Q  What formations are unitized?

A All formations of o0il and gas are unitized,

Q ¥ho is designated Unit operator?

A Marathon Oil Company is designated unit operator.
Q ¥hat is Marathon's initial obligation under this

unit agreement?

A The unit agreement provides that 1}
operator will commence a well within 60 days from the
effective date of the agreement, and drill a well to a depth
to test the Ordovician Formation, but we will not-be required
to drill to a depth in excess of 5300 feet,

Q Mr. Butlier, was Ex:ibit No. 1 prepared by you or

under your supervision?

A fes, sir, it was. Let me say, with the assistance
of legal counsel.

Q Cortainly. Do you have any other comment you wish
to make with respect to the unit agreement?

A Yes, sir. We haven't described the acreage within
the unit agreement,

Q Well, this is as shown on --

A Page 2 of the unit agreement.




G

Q All right, fine,
MR. MORRIS: At this time, Mr., Examiner, we offer
Marathon's Exhibits 1 and 2 into evidence.
MR, NUTTER: Exhibit 2 is the letter?
MR, MORRIS: Yes, sir.
MR. NUTTER: Marathon's Exhibits 1 and 2 will be

admitted in evidence.

(Whereupon, Marathon's Exhibits 1

and 2 offered and admitted in
evidence.)

MR, MORRIS: That's all I have, Mr. Nutter.

CROSS EXAMINATION

BY MR. NUTTER:

Q Mr. Butler, now the Champlin acreage, the way you
have done this, you haven't included the Champlin acreage in
the unif, and carried it as non-committed acreage, you have
just completely deleted the acreage from the unit?

A Yes, sir, although I didn't bring the letter with

me I have a letter in my files from Champlin Petroleum

14
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Company declining to join the unit, so we omitted them from
the unit outlire,
Q And the 8,929 acres, excludes the 80-acre tract?
A The 8,848 excludes the unit tract; originally
we had 8,928.6 acres.

Q So the acreage, then, is not the 8922 that we
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advertised, it would be 80 acres less than that?
A Yes, sir, 8848,60,
MR, MORRIS: That's B,848.60 acres.

Q (By Mr. Nutter) Now, you mentioned that the two
overriding royalty owners, Culligan and Barnhill, have been
given an opportunity to join you, have they expressed themselves
on this?

A No, sir, we were a little late in getti»g our
agreement prepared and I haven't heafd from them,
Q They haven't declined as yet?
A No, sir, they haven't declined as yet.
MR, NUTTER: Are there any further questions of
Mr. Butler? He may be excused.
(Witness excused.)
* %k %k k k ok k * X
DAVID MILLER, called as a witness, having been first
duly sworn, was examined and testified as follows:

DIRECT EXAMINATION

BY MR, MORRIS:

Q Mr, Miller, please state your name and where you
reside.
A I'm David Miller, and I reside in Midland, Texas,

Q By whom are you employed and in what capacity?
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A I am a2 Geologist with Marathen 0il Company.

Q Would you state briefly your education and experience
in the Petroleum Industry?

A I received a B, A, Degree in Geology from the
University of Ill.nois, and have served as a Gevlogist in the
Permian Basin for 13 years.

0 What are your present duties with Marathon?

A I am Province Leader, Geological Supervisor in
the Exploration Department.

0 Did your duties involve you in the geologic work
on the Dallas Ranch Unit?

A It did.

MR. MORRIS: Are the witness's qualifications
acceptable?
MR. NUTTER: They are.

Q (By Mr, Morris) Mr. Miller, please refer to Exhibits
3, 4 and 5; first please identify each of these exhibits and
then explain them,

A I am sorry, I don't know the numbers on these
exilluiis,

Q This is 3 2~ this is 4,

A Exhibit 3 is a geologic report, Exhibit 4 is a

structure map on the Ordoviciair Formation. Now, Exhibit 5
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is a cross-~section which crosses the proposed unit. There's

an irdex map on it which shows the location of the cross-
section. It goes from the DeKalb No. 1 Lewis across prospect

to the Hammond No. 1 Salsberry and it picks the target formation
which is the Ordovidian, which underlies the Mississippian

and overlies the Granite,

Q Now, you have a little plat insert that shows the
line of cross-section on the cross-section itself?

A That is correct.

Q Go ahead.

A As you can see from the cross-section, the Ordovidian
is truncated west of the pronosed lccation., Now, the
structure map * .ch is on top of this Ordovidian shows that
the lateral trap will be caused by an anti-cline crossing
this trurncation line with the structural contours closing
against the truncation line on the southeast flank against a
permeability barrier on the northwest flank. Evidence oi the
vpermeability barrier is given in the Union No. 1 Kitchen located
in Jection 6 of Township 9 South, Range 26 East, which tested
this Ordovacian dolomite and recovered a small amount of gas,

a three foot flair, and recovered mud. Permeability and fluid
was recovered to the east in the Honululu-McKonkee Well in

Section 10 of Township 9 South, Range 26 East. This well



recovered a small amount of gas and 800 feet of salt water
on drillstem test,

We anticipate a gas reservoir rather than oil due
to the gas shows and other gas shows laterally along the
truncation line., The anticipated gas-water contact is expacted
2t approximaiely minus 15CC feet, ard in myv oninion, the unit
conforms to the anticipated productive area.

Q Your unit outline is based upon your gas-water
contact of a minus 1800 and the permeability larrier along
the west side of your unit?

A That is correct.

Q Where will the initial well he drilled?

A The initial well will be in the southwest quarter
of the southwest quarter of Section 23, Towuship 9 South,
Range 26 East; this is our tentative location.

Q I believe you've covered this already, but in your
opinion, Mr, Miller, does the unit outline fairly cover the
structure as you see it at this time?

A It does.

Q Were Exhibits 1, 2 and 3 prepared by you or unde-
your direciion?

A They were,

Q Excuse me, not 1, 2 and 3, Exhibits 3, 4 and 5.
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A 3, 4 and 5, yes,

MR, MORRIS: Mr, Examiner, we offer Marathon's

Exhibits 3, 4 and 5 into evidence,

MR, NUTTER: Marathon's Exhibits 3, 4 and 5 will

be admitted into evidence.

(Whereupon, Marathon's Exhibits
3, 4 and 5 offered and admitted
into evidence.)

MR, MORRIS: That's all I have,

CROSS EXAMINATION

BY MR, NUTTER:

Q Mr, Miller, as I interpret your structure map here,

what we might say is that you have a structural nose extending
to the nortaneast here, backed up against this truncation line
with permeability’barrier on the west (lank?

A That is correct.

Q Now, the red circle in Section 23, I presume, is
the proposed location?

A That's right.

Q Now is it going to hurt the operztion of this unit
to not have that 80 acres in Section 22 committed to it?

A I don't believe it will,

18] What formation is your actual target formation,

the Ordovician?
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It is, yes,.

Q What are the chances of gas in the Pennsylvanian

in this area?

A They're quite remote, I believe,

Q You do expect that gas, if discovered, would be

Pennsylvanian or olcer, at least?

A Yes, sir,

MR, NUTTER: Are there any further questions of the

witness? He may be excused,

(Witness excused,)

MR, NUTTER: Do you h:ve anything further, Mr,

Morris?

MR, MORRIS: No, sir,

Does anyone have anything they wish

to offer in Case 40027 We'll take the case under advisement,
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MR, NUTTER: Call Case 4002,

MR. HATCH: Application of Marathon 0il Company
for a unit agreement, Chaves County, New Mexico.

MR, MORRIS: Mr. Examiner, I'm Dick Morris, of
Monigomery, Federici, Andrews, Hannahs & Morris, Santa Pe,
appearing on behalf of the applicant. I have two witnesses,
My, Butler and Mr. Miller. 1 ask that they both stand and be
sworn at this time,

(Witnesses sworn.)
(¥hereupon, Applicant's Exhibits

1 through 5 marked for
identification.)

* ¥ * ¥ % ¥ * *x % %x ¥

W, T. BUTLER, called as a witness, having been

2irst duly sworn, was examined snd testified as follows:

DIRECT EXAMINATION

BY MR. MORRIS:

Q Mr. Butler, please state your name and where you

reside?

A My name is W. T. Butler, 1 am employed by Marathon
0il Company, Midland, Texas.

Q In what capacity are you employed with Marathon?

A I am a land man, working in the southeastern two-

:
|
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thirds of New Mexico, which includes Chaves County, in which
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this unit is located.

Q Have you previously testified before the
Commission or one of ite examiners and had your gqualifications
as a land man established as a matter of record?
A Yes, sir.
MR, MORRIS: Are the witness. 3 gqualifications
accepied’?
MR, NUTTER: They are.
Q (By Mr. Morris) Mr. Butler, please refer to the
Unit Agreement which has been marked Exhibit 1 ia this case,

and £irst tura to Exhibit'A attached to that unit agreement

with is the plst.

A This is8 a true copy of the Dallas Ranch Unit Agreement,

Exhibit A is8 the plat showing the outline of the unit area,
the tracts within the unit area, the State Leass sumbers and
leasehcld ownership,

Q Now, this shows the outline of the unit area that
is5 atippled, is that cnrraect?

A Yes, sir, there is one tract within the unit area
that the owner, Champlin Petroleum Company, declined to join
the unit. This tract is the south half of the southwest
quarter of Section 22, containing 80 acres, but Marathon as

operator is of the opinion that we can successfully operate




this unit
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state who

without the joinder of this company.

So that 80 acres has been deleted from the unit,

it's not part of the unit area?

That is right, sir.

How many acres does the Dallas Ranch Unit contain?
The Dallas Ranch Unit contains 8,848.60 acres.
This acreage is located in Township 9 South,
East, is that correct?

That ie correct.

Approximately where is this unit located with
t6 the City of Roswell?

The unit is located approximately 15 miles

of Roswell.

What is Exhibit B to the unit agreement?

Exhibit B is a take-off, descriptive, showing the

tract uuabers; describing the acreage in each iract; gilving
the numbers nf acres of each tract; showing the State Lease
numbers: the cyvsrriding royalty owners, their percentages;
and the workiug interest owners with thelr percentages, of

each tract,.

Would you summarize the information shown on this

exhibit, first with respect to the working interest owners,

the working interest owners are, and their
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approximate percentage interest in the unit?

A The working interest owners are Marathon 0Oil Company

as unit operator, with approximately 18%; Humble Oil and

Refining Company, approximately 17%;: Allied Corporation,

approximately 17%; Phillips Petrcleum Company, approximately

20%; Atlantic Refining Company, approximately 15%; Phillips
Petroleum Company, approximately 6%; Joseph K. Seagrams & Sons,

Inc., approximately 3%; J. M. Huber Corporation, a little over’
1%; and Norman L. Stevens, approximately 1%,

Q Now, Mr. Butler, do these percentages that you

have just given, do they vary depending upon whether you are

talking about the cost interest or the interest efter pay-out

of the initial well?

A The percentages I just gave are the committed

acreage pcrcentages., Now, due to farmouts which are being

taken by Marathon and Humble, the cost percentages will vary

somewhat,

Q

¥hat is the status of commitment of ths working

interest owners to the urit at the present tine?

A All working interest owners within the unit outline

nave verbally committed their acreage to the unit,

Q ¥ith respect to the royalty interest, did I understand

yon to say a while ago that all of the acreage involved in this




unit is State acreage?

A Al)l of the acreage 1s State acreage and the State

of New Mexico is the only royalty owner,

9 Has the State given preliminary approval of this

A Yes, sir; we have a letter from the Commissioner's
Office of a preliminary approval to the unit agreement as
to form and content, copies of which were presented in this
hearing.

Q And that letter has been marked as Exhibit No, 2
in this case, is that correct?

A That is coryect,

Q What is the situation with respect to the overriding
royalty interest?

A There are only two overriding royalty owners in
the unit, these owners avre under the Bell Petrocleum Company
Leases, and these two owners have bezn given an opoortunity
to join the unit,

Q Let’'s refer tou the unit agreement itself, What is
the form of this agreement?

A The unit agreement is on the State form with no

unusual provisions,

Q And this is the standard form for an exploratory
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unit?
A That is correct.
Q Yhat formations are unitized?
A All formations of oll and gas are unitized.

Q WhaS 15 Jdesiguaied Unit operator?

A Marathon O0il Company is designated unit operator.

Q Yhat is Marathon's initial obligation under this
unit agreement?

A The unit agreement provides that Marathon as
operator will commence a well within 60 days from the
effective date of the agreement, and drill a well to a depth
to test the Ordovician Formation, but we will not b§ required
to drill to a depth in excess of 53N0 feet.

Q Mr. Butler, was Exhibit No. 1 prepared by you or
under your supervision?

A Yes, sir, it was., Let me say, with the assistance
of legal counsel.

Q Certainly. Do you have any other comment you wish
to make with respect to the unit agreement?

A Yes, sir. We haven't described the acreage within
the unit agreement,

0 %¥ell, this is as shown on --

A Page 2 of the unit agreement.
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Q All right, fine.

MR, MORRIS: At this time, Mr. Examiner, we offer

Marathon's Exhibits 1 and 2 into evidence.
MR. NUTTER: Exhibit 2 iz the letter?
MR. MORPIS: Yes, sir,

MR, NUTTER: Marathon's Exhibits 1 and 2 will be
admitted in evidence.

(Whereupon, Marathon's Exhibits 1
and 2 offered and admitted in
evidence.)
MR, MORRIS: That's all I have, Mr. Nutter.

CROSS EXAMINATION

BY MR, NUTTER:

Q Mr, Butler, now the Champlin acreage, the way you

have done this, you haven't included the Champlin acreage in
the unit, and carried it as non-committed acreage, you hkave

Just completely deleted the acreage from the unit?

A Yes, sir, although I didn't bring the letter with

me, I have & letter in my files from Champiiu Peiroleum

Conipany declining to join the unit, so we omitted them from

the unit outline.
Q And ths $,329 acres, excludes the 80-acre tract?

A The 8,848 excludes the unit tract; originally

we had 8,228.¢ acres,

Q So c¢he acreage, then, is not the 8829 that we
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advertised, it would be 80 acres less than that?
A Yes, sir, 8848.60, |
MR. MORRIS: That's 8,848.60 acres,

Q (By Mr, Nutter) Now, you mentioned that the two
overriding royalty owners, Culligan and Barnhill, have been
given an opportunity to join you, have they expressed themselves
on tkis?

A No, sir, we were a little late in getting our
agreement prepared and I haven't heard from them,

Q They haven't declined as yet?

A No, sir, they haven't declined as yet,

MR, NUTTER: Are there any further questions of
Mr. Butler? He may be excused.
(Witness excused.)
X X ¥ X X F X K %

DAVIL MILLER, called as a witness, having been first

duly sworn, was examined and testified as follows:

DIRECT EXAMINATION

BY MR, MORRIS:

0 Mr. Miller, please state your name and where you
reside,

A I'm David Miller, and I reside in Midland, Texas,

Q By whom are you employed and in what capacity?
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A I am a Geologist with Marathon Q0il Company.

Q “ould you state briefly your education and experieace
in the Petroleum Industry?

A I received a B, A, Degree in Geology from the
University of Illinois, and have served as a Geologist in the
Permian Basin for 13 years.

Q What are your present duties with Marathon?

A 1 am Province Leader, Geological Supervisor in
the Exploration Department.

Q Did your duties involve you 1in the geologic work
on the Dallas Ranch Unit?

A It did.

MR. MORRIS: Are the witness's qualifications
acceptablé?
MR, NUTTER: They are,

Q (By Mr, Morris) Mr, Miller, please refer to Exhibits

3, 4 and 5; first please identify each of these exhibits and

then exwlain them.

A I am sorry, I don't know the numbers oa these
exhibits,
Q This is 3 and this is 4,

A Exhibit 3 is a geologic report, Exhibit 4 is a

structure map on the Orudivician Formation, RNow, Exhibit 5

-
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is a cross-section which c¢rosses the provosed unit, There's

an index map on it which shows the location of the cross-

section., 1t goes from the DeKalb No. 1 Lewls across prospect

to the Hammond No., 1 Salsberry and it picks the target formation
which is the Ordovidian, which underlies the Mississippian

and overlies the Granite,

Q Now, you have a little plat insert that shows the
line of cross-section on the cross-section itself?

A That is correct,

Q Go ahead.

A As you can see from the cross-section, the Ordovidian
is truncated west of the proposed location. Now, the
structure map which is on top of this Ordovidian shows that
the lateral trap will be crused by an anti-cline crossing
this truncation line with the structural contours closing

against the truncation line on the southeast flank against a

permeability barrier on the northwest flank, Evidence of the

permeability barrier is giveun in the Union No.
in Section 6 of Township 9 South, Range 26 East, which tested
thic Ordovacian dolomite and recovered a small amount of gas,

a three foot rlaiv, and recovered mud, Permeability and fluid

was recovered to the east in the Honululu-McKonkee Well in

Section 10 of Township 9 South, Range 26 East. This well
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recovered a small amount of gas and 800 feet of salt water
on drillstem test,

We anticipate a gas reservoir rather than oil due
to the éas shows and other gas shows laterally along the
truncation line. The anticipated gas-water contact is expected
at approximately minus 1900 feet, and in my opinion, the unit
conforms to the anticipated productive area,

Q Your unit outline is based upon your gas-water
contact of a minus 1900 and the permeability barrier along
the west side of your unit?

A That is correct.

Q Where will the initial well be drilled?

A The initial well will be in the southwest cwarter
of the ssucthwest quarter of 3Sectilon 23, Township 9 South,
Range 26 Eas%; this is our tentative location.

Q 1 believe you've covere:d this already, but in your
opinion, Mr, Miller, does the unit outline fairly cover the
structure as you see it at this time?

A it does,

Q Were Exhibits 1, 2 and 3 prepared by you or under
your direction?

A They were,

Q Excuse me, not 1, 2 and 3, Exhibits 3, 4 and 5.
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A 3, 4 and 5, yes.
MR, MORRIS: Mr. Examiner, we offer Marathon's
Exhibits 3, 4 and 5 into evidence.

MR, NUTTER: Marathon's Exhibits 3, 4 and 5 will

be admitted into evidence,

(Whereupon, Marathon's Exhibits
3, 4 and 5 offered and admitted
into evidence.)

MK, MORRIS: That's all I have,

CROSS EXAMINATION

BY MR, NUTTER:

Q Mr, Miller, 25 I interpret your structure map here,
what we might say is that you have a structural nose extendiag
to the northeast here, backed up against this truncation line
with permeability barrier on the west flank?

A That is corrsect.

Q Now, the red circle in Section 23, I presume, is

the proposed location?

A That's right.

Q Now is it going to hurt the operation of this unit
to not have that 80 acres in Section 22 committed to 1t?

A I don't believe it will,

Q what formation 1s your actual targei formation,

the Ordovician?




A It is, yesn.

Q What are the chances of gas in the Pennsylvanian
in this area?
A They'rs quite remote, I believe.
Q You do expect that gas, if discovered, would be
Pennsylvanian or older, at least?
A Yes, sir.
MR, NUTTER: Are there any further nuestions of the
witness? He may be excused.
(Witness excused.)
MR, NU.TER: Do you have anything further, Mr.
Morris?
MR. MORRIS: No, sir,
MR. NUTTER: Does anyone have anything they wish

to offer in Case 4002? We'll take the case under advisement.
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County ol Bernalillo, State of New Mexico, do hereby certify

that the foregoing and attached Transcript of Proceedings

before the New Mexico 0Oil Conservaiion Commicsioan wasS reported

by me, and that the same is a true and correct record to ths

best Of my KuUUWiSUES, ski1l and ahility.

WITNESS my hand this 20th day of December, 1968.
[ do heredy eprtify that the fnr?aging 1§=
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GMH/esr HEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

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

CASE No. _4002

Order No. R~- .;3 & 2 <’

APPLICATION OF _ MARATHON OIL COMPANY
FOR APPROVAL OF THE DALIAS RANCH
UNIT AGREEMENT, _CHAVES , COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 stefosk a.m. on
December 19 , 1968 , at Santa Fe, New Mexico, before Examiner
Daniel S. Nutter .

NOW, on this day of _December., 1968 , the Commission,
a quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises,

FPINDS:

(1) That due public notice having been 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 Dallas Ranch Unit Agreement
SFHE o State
covering _-8,929-b-— acres, more or less, of Bedecml lands
A

o aa e s

described as follows:

CHAVES __ COUNTY, NEW MEXICO
TOWNSHIP Q_ SOUTH, RANGE 26 EAST , NMPM

M (3 4l e
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(3) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative
rights within the unit area.

IT IS THEREFORE ORDERED:

(1) That the Dallas Ranch Unit Agreement
is hereby approved.

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or -
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploration and developmer.: of any
lands committed to the unit and production of oil or gas therefrom.

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agreement
within 30 days after the effective date thereof; that in the event
of subsequent joinder by any party or expansion or contraction of
the unit area, the unit operator shall file with the Commission
within 30 days thereafter counterparts »f the unit agreement

reflecting the subscription of those interests having joined or
ratified.

(4) That t.is order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for the
State of New Mexico;and-the-Director-ef-the llnited-States-Gaalogia
eat=Survey; that this order shall terminate ipso facto upon the
termination of said unit agreement; and that the last unit opera-
tor shall notify the Commission immediately in writing of such

tarmination.

(5) That juriediction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.



MARATHON OiL COMPANY

PRODUCTION -UNITED STATES AND CANADA -

P.O.BOX 552

e
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MIDLAND , TEXAS 78701

Jaauary 30, 1969

Re: Dallas Banch Unit
Chaves County, New Mexico

0il Conservation Commission
State of New Mexico

P. 0. Box 2088

Santa Fe, New Mexico 27501

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

Gentlemen:

As evidenced by the enclosed Certificate of Approval, the Commissioner of
Public Lands of the State of New Mexico approved the Dallas Ranch Unit
Agreement on December 30, 1968. Attached you will find a counterpart of
such Agreement executed by Marathon 0il Compaay, Ratifications of the
Dallas Ranch Uait Agreemcnt from all of the other Unit participants with
the eucesntion of J. M. Huber Corporation, and Ratification of this Unit
by William B. Barnhill and Miles A. Colligan, the two overriding royalfy
owners in the Unit Area.

You will be furnished a Ratification of this Unit Agreement axecuted by
J. M. Huver Corroratica to complete your files on same, which instrumant
we expecl te receive at any time

Yours very truly,

MARATHON OTI COMPANY
a .
Lol Lo {“L VRS Ss—

O

A. W. Hanley

AWH: T
Encl.




ADDKESSEL LiST OF WORKING INTEREST CMIERS

Bell Petroleum Compaay

Suite 400 - 700 Wilshire Blvd.

Los Angeles, California 90017
Attention: Mr. Ralph J. Tingle

Humble 0il & Refining Company
P. 0. Box 1600
Midland, Texas 797901
Attepktion: Mr. M. L. McMillan

Atlantic Richfiecld Company

P. 0. Box 1978

Roswell, New Mexico 88201
Attention: WMr. Jack Biard

Allied Chemical Corporation
1300 Wilco Building
Midland, Texas 79701
Attenticn: Mr. Paul W. Ferguson

Phillips Petroleum Company
P. 0. Rox 791
Midland, Texas 79701
Atteption: Mr. E. M. Gorence

Joserh E. Seagram & Sons, Inc.

P. 0. Box 4067

Midland, Texas 76701
Attention: Mr. Frank Rolen

J. M. Huber Corporation

- 1900 Wilco Building

Midland, Texas 79701
Attention: Mr. Ron Holcomb

Mr. N. L. Stevens, Jr.
604 Security Netionmal Building
Roswell, New Mexico 88201




CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

DALLAS RANCH UNIT
CHAVES COUNTY, NMEW MEXICO

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 _Dgcember 11, 1968 ., which said
Agreement has been executed by parties owning and holding ~il and gas

leases and rcyalty interests in and under the property described, and up-
on examination of said Agreement, the Commissioner finds:

(a) That such agreement will tend to promote the conservation
of 0il and gas and the better utilization of reservoir
energy in said area.

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

(¢) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable oil and gas under its iands within the area

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

NOW,

THEZEFORE, bv virtue of the authority conferred upon me under
Sections 7~11-39, 7~ ]1~40 7-11-41, 7-11-47, and 7-11-48, New Mexico
Statutes Annotated 1953 Compilation, I, the undersigned Commissioner
of Public Lands of the State of New Mexico, do hereby consent to and
approve the said Agreement, however, such consent and approval being
limited and restricted to such lands within the Unit Area, which are

3
effectively committed to the Unit Agreement as of this date, and, further

that leases insofar as the lands covered thereby committed to this Unit

Agreemant shall be and the same are hereby amended to conform with the terms
of such Unit Agreement, and said leases shall remain in fulil force and ef=-
fect in accordance with the terms and conditions of said Agreement Inis

approval is subject to all of the provisions and requirements of the afore-
said statutes.

IN WITNESS WHEREOF, this Cecstificate of Approval is executed, with seal
affixed, this 30th. day of _ December , 19 68

Sh g L

COMMISSIONER OF PUBLIC LANDS
of the State of New Mexico

0G-26
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UNIT AGREEMFNT FOR THE
DEVELOPMENT AND OPERATION OF THE
DALLAS RANCH UNIT AREA, CHAVES COUNTY, NEW MEXICO

NOI

THIS AGREEMENT, entered into as of the 4///2{ day of December, 1968,
by and between the parties subscribing, ratifying, or consenting hereto, and

herein referred to as the '"parties hereto,"

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty, or
other 2il or gas interests in the Unit Area subject to this Agreement; and

WAEREAS, the Commissioneir of Public Lands of the State of New Mexico
is authorized by an Act of the Legislature (Chapter 7, Article 11, Section 39,
N. M, Statutes 1953, annotated) to consent to and approve the development or
operation of State lands under agreements made by lessees of State lands
jointly or severally with cther lessees where such agreements provide for the

r 311 Cf anvw gas pc(}l, fleld) cT

WHEREAS, the Commissioner of Public Lands of the State of New Mexico
is authorized by an Act of the L2gislature (Section 1, Chapter 162) (Laws of
1651, Chapter 7, Article 11, Section 41, N, ¥, Stazutes 1953, an~~*ated) to
amend, with the approval of lessee, evidenced by the lessee's execution of
such agreement or otherwise, any oil and gas lease embracing State lands so
that the length of the term of said lease may coincide with the term of such
agreements for the Unit operation and development of part or all of any oil or
gas pool, field, or area; and

WHEREAS, the 0il Conservation Commission of the State of New Mexico
(hereinafter referred to as the "Commission'") is authorized by an Act eof the
Legislatvre (Chapter 72, Laws 193Z; Chapter 65, Article 3, Section 14, N, M,
Statutes 1953, annotated) to appruve this Agreement and the conservation pro-
visions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the Dallas

Ranch Unit Area, covering the land hereinafter described, to give reasonably
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effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure other benefits obtainable through develop-
ment 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, DUNIT AREA:

The following described land is hereby dcsignated and recognized as

constituting the Unit Area:

T-9-5, R-26-E, N.M,P.M,:
Section 13 - All
Section 14 - S§/2
Section 21 - Aill
Section 22 - All, except S/2 SW/4
Section 23 - All
Section 24 - All
Section 25 - All
Section 26 - All
Section 27 - All
Section 28 - All
Seciion 33 = All
Section 34 - All
Section 35 - N/2

T-9-3, R-27-E, N.M.P.M.:
Section 18 - All
Section 19 - All, except SE/4 SE/4

containing 8,848.6C acres, more or less.

Exhibit "A" attached hereto is a map showing the Unit Area and the
houmdaries and identity of tracts and leases in said area to the extent known
to the Unit Operator. Exhibit 'BY attached hereto 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 lands in the Unit Area. However,
nothing herein or in said schedule or map shall be construed as a representa-
tion by any party hereto as to the ownership of any interest other than such
inferest, or interests, as are shown on said map or schedule as owned by such
party. Exhibit. "A" and "B" shall be revised by the Unit Operator whenever
changes of ownership in the Unit Area render such revisions necessary or when

requested by the Commissioner of Public lands (hereinaiter referred to as




“"Commissioner") to do so.

All land committed to this Unit Agreement shall constitute land refer-
red to herein as "unitized land" or '"lands subject to this Agreement."

2. UNITIZED SUBSTANCES:

All o0il, gas, natural gasoline, and associated fluid hydrocarbons in
any and all formations of the unitized land are unitized under the terms of
this Agreement and herein are called "unitized substances."

3. UNIT OPERATOR:

Marathon 0il Company is hereby designated as Unit Operator and, by
signature hereto, commits to this Agreement all interest in unitized substances
vested in it, as set forth in Exhibit "B", and agrees and consents to accept
the duties and obligations of Unit Operator for the discovery, development,
and production of unitized substances as herein provicded. Whenever reference
is made herein to the Unit Operator, such reference means the Unit Operator
acting in that capacity and not as an owner of interests in unitized substances;
and the term “working interest owner'" when used herein shall include or refer
to Unit Operator as the owner of a working interest when such an interest is
cwmned by it

3 ‘ 4. RESIGNATION OR REMOVAL OF UNIT OPERATOR:

Unit Operator shall have the right to resign at any time, but suc™

resignation shall not become effective until a successor Unit QOperator has been

...... A~
“

selected and approved in the mauner provid

£ e
s

or in Section 5 of this Agreement,

The resignation of the Unit Operator shall not release the Upit Operator from

PApACS NN

date of its resignation.

Unit Operator may, upon default or failure in the pe;formance of its
dut.es or obligations hereunder, be subject to removal by the same percentage
I vote of the owners of working interests determined in like manner as h~rein
Eg provided for the selection of a new Unit Operator. Such removal shall be effec-
(i tive upon notice thereof to the Commissioner.
The resignation or removal of the Unit Operator under this Agreement
, shall not terminate its =ight, title, or interest as the owner of a working

interest or other interest in unitizéd substances, but upon the resignation or




removal 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 new duly
qualified successor Unit Operator, or to the owners thereof if no such new

Unit Operator is elected, to be used for the purpose of conducting Unit opera-

ticas hereunder. Nothing herein shall be construed as authorizing removal of

any material, equipment, and appurtenances needed for the preservation of any
wells,

5. SUCCESSOR UNIT OPERATOR:

Whenever the Unit Operator shall resign as Unit Operator or shall be
removed as hereinabove provided, the owners of the working interests, accord-
ing to their respective acreage interests in all unitized land, shall, by a
majority wote, select a successor Unit Operator; provided, that if a majority
but less than seventy-five per cent (75%) of the working interests qualified
to vote is owned by one party to this Agreement, a concurring vote of suffi-
cient additional parties, so as to constitute in the aggregate not less than
seventy-five per cent (75%) of the total working interests, shall be required
to select a new Unit Operator. Such selection shall not become effective
until (a) a Lait Operator so selected shall accept in writing the duties and
responsibilities of Unit Operator, and (b) the selection shall have been
approved by the Cammissioner. 1If no successor Unit Operator is selected and
qualified as herein provided, the Commissicner, at his election, may declare
this Unit #;reement terminated.

e et g g e e B T
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The Unit Operator shall pay, in the first instance, all costs and
expenses lncurred in conducting Unit operations hereunder, and such costs and
expenses and the working interest benefits accruing hereunder shall be appor-
tioned among the owners of the unitized working interests in accordance with
an Operating Agreement entered inteo by and between the Unit Opevator and the
owners of such interests, whether one or more, separately or collectively.

Any agreement, or agreements, entered into between the working interest owners
and the Unit Operator as provided in this section, whether one or more, is

herein referred to as the "Operating Agreement.'" No such Operating Agreement




shall be deemed either to modify any of the terms and conditions of this Unit
Agreement or to relieve the Unit Operater of any right or obligation established
under this Unit Agreement, and in case of any incomsistencies or conflict
between this Unit Agreement and the Operating Agreement, this Unit Agreement
shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR:

Except as otherwise specifically provided herein, the exclusive right,
privilege, and duty of exercising any and all rights of the parties hereto
which are necessary or convenient for prospecting for; producing, storing,
allocating, and distributing the unitized subsiances 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 transfer title to any land o1 to any lease or operating agree-~
ment, it being understood that under this Agreement, the Unit Operator, in its
capacity as Unit Operatur, shall exercise the rights of possession and use
vested in the parties hereto only for the purposes herein specified.

8. DRILLING TO DISCOVERY:

The Unit Operator shall, within sixty (60) days after the effective
date of this Agreement, commence operations upon an adequate test well for oil
and gas upon some part ¢f the lands embraced within the Unit Area and shall
drill said well with due diiigence to a depth sufficient to test the Ordovician
formation, or to such a depth as unitized suustancec chall he discovered in
paying quantities at a lesser depth, or until it shall, in the opinion of Unit
Operator, be determined that the further drilling of said well shall be

unwarranted or impracticable; provided, however, that Unit Operator shall not,

in any event, be required to drill said well to a depth in cxcess of six thou-
sand three hundred (6,300) feet. Until a discovery of a deposit cof unitized
substances capable of being produced in paying quantities (to wit: quantities
sufficient to repay the costs of drilling and producing operations with a
reasonable profit), Unit Operator shall continue drilling diligerily, one well

at a time, allowing not more than six (6) months between the completion of one




well and the beginning of the next well, until a well capable of producing
unitized substances in paying quantities is completed to the satisfaction of
the Commissioner, or until it is reasonably proven to the satisfaction of the
Unit Cperator that the unitized land is incapable of producing unitized sub-
stances in paying quantities in a formation, or formatiors, drilled hereunder.
Nothing in this Section 8 shall be deemed to limit the right of the Unit Oper-
ator to resign as provided im Sectiom 4 hereof or as requiring Unit Operator
to commence or continue any drilling during the period pending such resigna-
tion's becoming effective in order to comply with the requirements of this
Section 8.

Any well commenced prior to the effective date of this Agreement upon
the Unit Area and drilled to the depth provided herein for the drilling of an
initial test well shall be considered as complying with the drilling require-
ments hereof with respect to the initial well. The Commissioner may modify
the drilling requirements of this section by grantiﬁg reasonable extensions of
time when, in his opinion, such action is warranted.

Upon failure to comply with the drilling provisions of this gection,
the Commissioner may, after reasonable notice to the Unit Operator and each
working interest owner, lessee, and lessor at their last known addresses,
declare this Unit Agreement terminated, and all rights, privileges, and obliga-
tions granted and assumed by this Unit Agreement shail cease and terminate ag
of such date,

9. OBLIGATIONS OF UNIT OPERATOR AFTEK DISCOVERY OF UNITIZED SUBSTANCES:

Should unitized substances in paying quantities he discovered upon
the Unit Area, the Unit Operator shall, on or before six (&) months from the
time of the completion of the initial discovery well and within thirty (30)
days after the expiration of each 12-month period thereafter, file a report
with the Commissioner and Commission of the status of the development of the
Unit Area and the development contemplated for the following 12-month period.

It is understood that one of the main considerations for the approval
of this Agreement by the Commissioner of Public Lands is to secure the orderly
development of the unitized lands in accordance with good conservation prac-

tices so as to obtain the greatest ultimate recovery of unitized substances.
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After discovery of unitized substances in paying quantities, Unit
cperator shall proceed with diligence to reasonably develop the unitized area
as a reasonably prudent operator would develop such area under the same or
similar circumstances.

If the Unit Operator should fail to comply with the above covenant
for reasonable development, this Agreement may be terminated by the Commis-
sioner as to all lands of the State of New Mexico embracing undeveloped regular
well spacing or proration units, but, in such event, the basis of participation
by the working intcrest owners shall remain the same as if this Agreement nad
not been terminated as to such lands; provided, however, the Commissioner shall
giva notice to the Unit Operator and the lessees of record in the manner pre-
scribed by Section 7-11-14, N, M, Statutes 1953, annotated, of intention to
cancel on account of any alleged breach of said covenant for reasonable develop-
ment, and any decision entered thereunder shall be subject to appeal in the
manner prescribed by Section 7-11-17, N, M, Statutes 1953, annotated; and, pro-
vided further, in any event the Unit Operator shall be given a reasonable
opportunity, after a final determination, within which to remedy any default,
failing in which, this Agreement shall be terminated as to all lands ot the
State of New Mexico embracing undeveloped regular well spacing or proration
units.

10. PARTICIPATION AFTER DISCOVERY:

Upon compietion of a well capable of producing unitized substances
in paying quantities, the owners of working interests shall participate in the
production therefrom and Lu &l other producing welle whieh may be drilled
pursuant hereto in the proportions that their respective leasehold interests
covered hereby on an acreage basis bears to the total number of acres committed
to this Unit Agreement, and such unitized substances shall be deemed to have
been produced from the respective leasehnld interests participating therein.
For the purpose of determining any benefits accruing under this Agreement and
the distribution of the royalties payable to the State of New Mexico and other
lessors, each separate lease shall have allocated to it such percentage of
said production as the number of acres in each lease respectively committed to

this Agreement bears to the total number of acres committed hereto.




Notwithstanding any provisions contained herein to the contrary,
each working interest owner shall have the right to takc such owner's propor-
tionate share of the unitized substances in kind or to personally sell or
dispose of the same, and nothing herein contained shall be construed as giving
or granting to the Unit Operator the right to sell or otherwise dispose of the
proportionate share of any working interest owner without specific authoriza-
tion from time to time so to do.

11. ALLOCATION OF PRODUCTION:

All unitized substances produced from each tract in the unitized
area estublished under this Agreement, except any part thereof used for produc-
tion or development purposes hereunder (including, but not limited to, drill-
ing, operating, camp, and other production or development purposes, and
repressuring or recycling), or unavoidably lost, shall be deemed to be produced
eqrally on an acreage basis from the several tracts of unitized land; 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

n

production as itc area bears to the entire unitized area. It is hereby agreed

t

that production of unitized substances from the unitized area shall be allo-
cated as provided herein, regdrdless of whether any wells are drilled on any
particular tract of said unitized area.

12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES:

All rentals due the State of New Mexico shall be paid by the respec-
tive lease owners in accordance with the terms of their leases.

All royalties due the State of New Mexico under the terms of the
leases committed to this Agreement shall be computed and paid on the basis of
all unitized substances allocated to the respective leases committed hereto;
provided, however, the State shall be entitled to take in kind its share of
the unitized substances allocated to the respective leases, and, in such case,
the Unit Operator shall make deliveries of the State's royalty oil in accord-
ance with the terms of the respective leases.

All rentals, if anry, due under any leases embracing lands other than
lands of the State of New Mexico shall be paid by the respective lease owners

in accordance with the terms of their leases, and all royalties due under the




terms of any such leases shall be paid on the basis of all unitized substances
allocated to the respective leases committed hereto.

If the Unit Operator introduces gas obtained from sources other than
the unitized substances into any producing formation for the purpose of re-
pressuring, stimulating, or increasing the ultimate recovery of unitized sub-
stances therefrom, a like amount of gas, if available, with due allowance for
loss or depletion from any cause, may be withdrawm from the formation into
which the gas was introduced, royalty free as tc dry gas but not as to the
products extracted therefrom; provided, that such withdrawal shall be at such
time as may be provided in a plan of operation consented to by the Commissioner
and approved by the Commission as conforming to good petroleum engineering
practice; and, provided further, that such right of withdrawal shall terminate
on the termination of this Unit Agreement.

1If any lease committed hereto is burdened with an overriding royalty,
payment out of production, or other charge in addiction to the usual royalty,
the owner of each such lease shall bear and assume the same out of the unitized
substances allocated to the lands embraced in each such lease as provided

nergin.

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED IN SO FAR AS THEY APPLY TO

LANDS WITHIN THE UNITIZED AREA;:

The terms, conditions, and provisions of all leases, subleases, oper-

elating to the exploration, drilling,

ating agreements, and otner coniracts relatin
development, or operation for oil or gas of the lands committed to this Agree-
ment shall be, as of the effective date hereof, and the same are hereby

expressly modified and amended in so tar as they apnly to lands within the

unitized area to the extent necessary to make the same conform to the provi-
sions hereof and so that the respective terms of said leases and agreements
will be extended, in so far as necessary, to coincide with the term of this
Agreement. The approval of this Agreement by the Commissioner and the respec-
tive lessors and lessees shall be effective to conform the provisions and
extend the terms of each such lease as to lands within the unitized area to

the provisions and terms of this Agreement, but otherwise to remain in full

force and effect. Each lease committed to this Agreement, in so far as it
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applies to lands within the unitized area, shall continue in force beyond the
term provided therein as long as this Agreement remains in effect; provided,
that drilling operations upon the initial test well provided for herein shall
have been commenced or said well is in the process of being drilled by the

Unit Operator prior to the expiration of the shortest term lease committed to
this Agreement. Termination of this Agreement shall not affect any lease
which, pursuant to the terms thereof or any applicable laws, would continue in
full force and effect thereafter. The commencement, completion, continued
operation, or production of a well, or wells, for unitized substances on the
Unit Area shall be construed and considered as the commencement, compietion,
continued operation, or production on each of the leasehold interests committed
to this Agreement, and operations or production pursuant to this Agreement
shall be deemed to be operations upon and production from each leasehold inter-
est committed hereto; and there shall be no obligation on the part of the Unit
Operator or any of the owners of the respective leasehold interests committed
hereto to drill offsets to wells as between the leasehold interests committed
to this Agreement, except as provided in Section Y hereof.

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 com-
mitted and as to the portion not committed, and the terms of such leases shall
apply separately as to such segregated portions, commeéncing as of the effective
date hereoi. Notwithstanding 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 contirnue in full force and effect
beyond the term provided therein as to all lands embraced in such iecase, if
oil and gas, or either of them, are discovered and are capable of being pro-
duced in paying quantities from some part cf the lands embraced in such lease
committed to this Agreement 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 operations on some
part of the lands embraced therein, shall remain in full force and effect so
long as sutch operations are being diligently prosecuted, and if they result in

the production of oil or gas, said lease shall continue in full force and

-10-
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effect as to all of the lands embraced therein, so long thereafter as oil and
gas, or either of them, are being produced in paying quantities from any por-
tion of said lands.

14. CONSERVATION:

Operations hereunder and production of unitized substances shall be
conducted to provide for the most economical and efficient recovery of said
substances without waste, as defined by or pursuant to State laws or regula-
tions.

15. DRAINAGE:

In the event a well or wells producing oil or gas in paying quanti-
ties should be brought in on land adjacent to the Unit Area and is draining
unitized substances from the lands embraced in the Unit Area, Unit Operator
shall drill such vffset well, or wells, as a reasonably prudent operator would
drill under the same or similar circumstances.

16. COVENANTS RUN WITH LAND:

The cove-iaats herein shall be construed to be covenants running wi’h
the land with respect to the interests of the parties hereto and their succes-
sors in intcerest until thie Agreement terminates, and any grant, transfer, or
conveyance of interest in land or leases subject hereto shall be, and hereby
is, conditioned upon the assumptior of all privileges and obligations here-
under by the grantee, transferee, or other successor in interest. No assign-
ment or transfer of any working, royalty, or oither interest su
shall be binding upon Unit Operator until the first day of the calendar month
after the Unit Operator is furnished with the original, photostatic, or certi-

fied copy of the instrument of transfer.

17. EFFECTIVE CATE AND TERM:

This Agreement shall become effective uron approval by the Commis-
sioner and, unless terminated earlier by agreement of the owners of the working
interests as provided in this Section 17, shall terminate in two yeavrs after
such date unless (a) such date of expiration is extended by the Commissioner,
or (b) a valuable discovery of unitized substances has been made on unitized
land during said initial term or any extension thereof, in which case this

Agreement shall remain in effect so long as unitized substances arce being

-11-
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produced from the unitized land and, should production cease, so long there-
after as diligent operations are in progress for the restoration of production
or discovery of new production, and so long thereafter as the unitized sub-
stances so discovered can be produced as aforesaid. This Agreement may be
terminated at any time by not iess than seventy-five per cent (75%), on an
acreage basis, of the owners of the working interests signatory hereto, with
the approval of the Commissioner. Likewise, the failure to comply with the
drilling requirements of Section 8 hereof may subject this Agreement to termi-
nation as provided in said Section 8.

18. RATE OF PRODUCTION:

All production and the disposal thereof shall be in conformity with
allocations, allotments, and quotas made or fixed by the Commission and in
conformity with all applicable laws and lawful regulations.

19. APPEARANCES:

Unit Operator shall, after notice to other parties affected, have
the right to appear for and on behalf of any and all interests affected hereby
before the Commissioner ¢f Public Lands and the New Mexico 0il Conservation
Commicsion,; and to appeal from orders issued under the regulations of the Com-
missioner or Commission or to apply for relief from any of said regulations or
in any proceedings on its own behalf relative to operations pending before the
Commissioner or Commission; provided, however, that any other interested party
shall also have the right at his own cxpense to app ar and to participate in
any such proceeding.

20. NOTICES:

All notices, demands or statements required hereunder to be given or
rendered to the parties hereto shall be deemed fully given, if given in writing
and sent by postpaid registered mail, addressed to such party or parties at
their respective addresses set forth in connection with the signatures hereto
or to the ratification or consent hereof or to such other address as any such
party may have furnished in writing to the party sending the notice, demand or
statement,

21. UNAVOIDABLE DELAY:

All obligations under this Agiceement requiring the Unit Operator to

-12-
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commence or continue drilling or to operate on or produce unitized substances

from any of the lands covered by this Agreement shall be suspended while, but
only so long as, the Unit Operator, despite the exercise of due care and dili-
gence, is prevented from complying with such obligations, in whole or in part,
by strikes, war, acts of God, Federal, State or municipal law or agencies,
unavoidable accidents, uncontrollable delays in transportation, inability to
obtain necessary materials in open market, or other matters beyond the reason-

able control of the Unit Operator whether similar to matters herein enumerated

or not.

22. LO3S OF TITLE:

In the event title to any tract of unitized land, or substantial

interest therein, shall fail and the true owner cannot be induced to join the
Unit Agreement so that such tract is uot committed to this Agreement or the
operation thereof hereunder becomes impracticable as a result thereof, such

tract may be eliminated from the unitized area, and the interest of the parties

read justed as a result of such tract being eliminated from the unitized area.

to the title to any royalty, workirg or other

In the event of a dispuie as

interest subject hereto, the Unit Operator may withhold payment or Jdelivery of

the allocated portion of the unitized substances involved on account thereof,

without liability for interest, until the dispute is finally settled, provided

that no payments of funds due the State of New Mexico shall be withheld. Unit
Operator, as such, is relieved from any responsibility for any defect or fail-

ure ol any title hereunder.

23. NONDISCRIMINATION:

In connection with the performance of work under this Agreement, Unit
Operatox agrees to comply with all of the provisions of Section 202 (1) to (7),
inclusive, of Executive Order 11246 (30 F.,R, 12319), as amended, which are set

forth in their entirety on Exhibit "C" attached hereto and incorporated herein

by reference.

24, SUBSEQUENT JOINDER:

Any oil or gas interest in lands within the Unit Area not committed

hereto prior to the submission of this Agreement for final approval by the Com-

missioner or the Commission may be committed hereto by the owner or owners of

-13-
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such rights subscribing or consenting to this Agreement or executing a ratifi-
cation thereof and, if such owner is also a working interest owner, by sub-
scribing to the Operating Agreement providing for the allocation of costs of
exploration, development, and operation. A subsequent joinder shall be effec-
tive as of the first day of the month following the filing with the Commissioner
and the Commission of duly executed counterparts of the instrument or instru-
ments committing the interest of such owner to this Agreement, but such joining
party cor parties, before participating in any benefits hereunder, shall be
required to assume and pay to Unit Operator their proportionate share of the
Unit expense incurred prior to such party's, or parties', joinder in the Unit
Agreement, and the Unit Operator shall make appropriate adjustments caused by
such joinder, without any retroactive adjustment of revenue.

25. COUNIERPARTS:

This Agreement may be executed in any number of counterparts, no one
of which needs tc be executed by all parties, or may be ratified or consented
to by separate instrument in writing specifically referring hereto, and shall
be binding upon al) those parties who have executed such a counterpart, ratifi-
catien, or consent hereto with the same force and 2ffect as if all such par-
ties had signed the same document and regardless of whether or not it is
ezecuted by all other parties owning or claiming an interest in the lands
within the above described Unit Area.

IN WITNESS WHEREQOF, the parties hereto have caused this Agreement to

be executed and have set opposite their respective names the date of execution.

UNIT OPERATOR

MARATHON OIL COMPANY

pate [ D - [[/-& K By __ @ )}'8//2/1/1/1/&4.\ ey
D. W, Franklin, W
Division Exploration Manager

Address: P, 0O, Box 552

Midland, Texas 79701

-14-




CONSENT AND RATIFICATION
DALLAS RANCH UNIT AGREEMENT
EMBRACING LANDS IN CHAVES 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
Dallas Rancn Unit Area embracing lands situated in Chaves County, New Mexico,

which sa2id Agreement is dated the 1lth day of December , 1968,

and acknowledge that they have read the same and are familiar with the terms
and conditions thereaf. The undersipned also being the owner- of the lease-
hold, royalty or other interests in the lands or minerals embraced in said
Unit Area, as indicated on the schedule attached to the said Unit Agreement
as Exbibit "B", do hereby commit all of their said interests to the Dallas
Ranch Unit Agreement and do hereby consent thereto and ratify all of the
terms and provisions thereof, exactly the same as if the undersigned had
executed the original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrumeant is executed by the undersigned

as of the date set forth in their respective acknowledgmentis.

BELL PETRLEUN CQUPANY
x \7°\j (){é Vi (;LC.% t/’-‘_/

I ——m £ A
reéesidsEnc

CORPCORATE

STATE OF CALIFORNIA

X
X
COUNTY OF LOS ANGELES X

The foregoing instrument was acknowledged before me this 19th

day of December , 1968, by R. L. Packer

who is President of BELIL PETROLEUM COMPANY

a _California corporation, for and on behalf of said

{(State)
o

Notary Pfblic in and for Los Angeles

corporation,

County, California

OFFICIAL SEAL ¢

. ATNES GREEN
‘;J?UC-'(’:\HFORNIA ;

My Commission expires:

A - |

L S Teay .
Yo o SLULLES COUNTY
AP AL A np e opn

AN A A A A A A

33000 Lrpireg July 13,1970

Mo Crnnt




CONSENT AND KATIFICATION
DALLAS RANCH UNIT AGREEMENT
EMBRACING LANDS TN CHAVES 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
Dallas Ranch Unit Area embracing lands situated in Chaves County, New Mexico,

which said Agreement is dated the 1llth day of December , 1968,

and acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of th. lease-
hold, rovalty or other interests in the lands or minerals embraced in said
Unit Area, as indicated on the schedule attached to the said Uait Agreement
: as Exhibit "B", do hereby commit all of their said interests to the Dallas

Ranch Unit Agreemert and do hexeby consent tiiereto and ratify all of the

‘ terms and provisions thereof, exactly the same as if the undersigned had
executed the original of said Unit Agreement eor a counterpart thereof.
IN WITNESS WHEREQOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.
HUMBLE Ol & REFINING COMPANY

FORM APVD.
> BY _(R®

. .
Agent and Attorney In Fact

x X

CORPORATE

STATE OF TEXAS

X
X
CQINTY OF MIDLAND ¥

Tne foregoing instrument was acknowledged before me this 27th

day of December , 1968, by A, T. GIBBON
IN FACT -
who is AGENT & ATT RNEY /of HUMBLE OIL & REFINING COMPANY ,
{ a DELAWARE _____corporation, for and on behalf of said
(State)
; _ corporatien,

Notary Public in and for MIDLAND
COUNTY, TEXAS

My Commission expires:  JyUnNg 1, 1969




CONSENT AND RATIFICATION
DALLAS RANCH UNIT AGREEMENT
EMBRACING LANDS IN CHAVES COUNTY, HEW MEXICO

The undersigned, (whether one or pore) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of the
Dallas Ranch Unit Area embracing lands situated in Chaves County, New dexico,

which said Agreement is dated the 1lth day of December , 1968,

and acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of the lease-
hold, rovalty or other interests in the lands or minerals embraced in said
Unit Area, as indicated on the schedule attached to the said Unit Agreement
as Exhibit "B"”, do hereby commit all of their said interests to the Dallas
Ranch Unit Agreement and do hereby consent thereto and ratify all of tne
terms and provisions thereof, exactly the same as if the undersigned 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,

x x ATLANTIC RICHFIELD COMPANY
By;/&- 1- ‘M‘L
Attorney-In-Fact
CORPORATE
STATE OF New Mexico X
' ¥
COUNTY OF Chaves X
The foregoing instrument was acknowledged before me this l??h )
day of December , 1968, by S. I. Smith

who is ATTORNEY IN macy of Atlantic Richfield Company

.afgéjﬁiPennsylvania corporation, for and on behalf of said

e (State)
. .-cdrporation,
R IR

P R /l Fao-

g ‘_"",’ RN -~ -
- o Kotary Publi¢ in and for ave .
----- . Yew Mexico




CONSENT AND RATIFICATION
DALLAS RANCH UNIT AGREEMENT
EMBRACIN: LANDS IN CHAVES 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

Dallas Ranch Unit Area embracing lands situated in Chaves County, New Mexico,

which said Agreement is dated the 11lth  day of December , 1968,
and acknowledge that they have read the same and are familiar with the terms
and conditions thereof, The undersigned also being the owmers of the lease-
hold, rovyalty or other intefests in the lands or minerals embraced in said
Unit Area, as indicated on the schedule attached to the said Unit Agreement
as Exhibit "B", do hereby commit all of their said interests to the Dallas
Ranch Unit Agreement and do hereby consent theretn and ratify all of the
terms and provisions thereof, exactly the same as if the undersigned 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.,

x X Allied Chemical Corporation
By%f//v )/ ”ﬁhz cAged
AT"O"’” v
QORPORATE

STATE OF \“/o/A 4 1
; 4 i
COUNTY OF M X

AIhe foregoing instrument was acknowledged before me this (;25{/252/

day of 412l&i¢4uvé;,L/i » 1968, by _pooer W. Stoneburner

who is e{fe of Aylied >

a New_York corporation, for and on behalf of said
(State)

corporation.

/

4L¢1fzfap */7x£f\ 4%1::22§//

otary Public in and fof

. ADDIE L; BUTSL
TZOSPublle In_ard for Harris County, Texss
Wy Corr!riffs icn Exo[roa'mm‘l“f{/;—'f‘*

My Comnission expig




CONSENT AND RATIFICATION
DALLAS RANCY UNIT AGREEMENT
EMBRACING LANDS IN CHAVES COUNTY, NEW MEXICO

The undersigned, (whether one otr more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of the
Dallas Ranch Unit Area embracing lands situated in Chaves County, New Mexico,

which said Agreement is dated the 1l1lth day of December , 1968,

and acknowledge that they nave read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of the lease-
hold. royaity or other interests in the lands or minerals embraced in said
Unit Area, as indicated on the schedule attached to the said Unit Agreement
as Exhibit "B", do hereby commit all of their said interests to the Dallas
Ranch Unit Agreement and do hereby consent thereto and ratify all of the
terms and provisions thereof, exactly the same as if the undersigned 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.
PHILLIPS PETROLEUM COMPA

| . .

H T A T
1

i

x - e e
~ Fredwfﬁ¥§ard’“\‘1: LT e e
Attorney-in-Fact
CORPORATE
STATE OF TEXAS 1
X
COUNTY OF MIDLAKD X

The fcregoing instrument was acknowledged before me this  20th

day of December , 1968, by Fred Forward
who is Attorney-in-Fact of Phillips Petroleunr Company ,
.a Delaware __corporation, for and cn behalf of said
RN B (State)

corporation.

Public in add for Fidlard

S Notar

£l

County. Texas

My Commission expires: fm1-1G

RSN



The

of a copy of the Unit Agreement for the Development and Operation of the
Dailas Ranch Unit Area embracing lands situated in Chaves County, New Mexico,
which said Agreement is dated the 1llth day of December , 1968,
and acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of the lease-
hold, rovalty or other interests in the lands or minerals embraced in said
Unit Area, as indicated on the schedule attached to the said Unit Agreement
as Exhibit "B", do hereby commit all of their said interests to the Dallas
Ranch Unit Agreement and do hereby consent thereto and ratify all of the
terms and provisions thereof, exactly the same as if the undersigned had
executed ihe 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.

CONSENT AND RATIFICATION
DALLAS RANCH UNIT AGREEMENT
EMBRACING LANDS IN CHAVES COURTY, NEW MEXICO

undersigned, (wheiher one or more) hereby acknowledpge receipt

JOSEPH E. SEAGRAM & SONS, INC.
VA

X
CORPORATE

STATE OF TEXAS X
COUNTY OF DALLAS §

The foregoing instrument was acknowledged before me this 30th
day of December __, 1968, by J. B. SCRAFFORD
wiio 1s Attorney-in-Fact  of oCOLEDI] B. SEACRAM & SONS, INC. s
a corporation, for and on behalf of said

Dy-

LT

My Commission explres: | June 1, 1969

 _Indisna
y ch (State)
. _~ieeezperation,

s Countdnn

Notary Public in and for _ pallas

Lounty, Texas
RUTH CURRIN, Nowry Publie,

in and tor Dallas County, Teaas
My Commission Expires June |, 19..4.7
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CONSENT AND RATIFICATION
DALLAS RANCH UNIT AGREEMENT
EMBRACING LANDS IN CHAVES 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

Dallas Ranch Unit Area embracing lands situated in Chaves County, New Mexico,

which said Agreement is dated the 1lth day of _ December ,» 1968,

and acknowiedge that they have read the same and are familiar with the terms

and conditions thereof. The undersigned also being the owners of the lease-

hold, rovalty or other interests :n the lands or minerals embraced in said

Unit Area, as Indicated on the schedule attached to the said Unit Agreement

as Exhibit "B", do hereby cormit all orf their said interests to the Dallas

Ranch Unit Agreement and do hereby consent thereto and ratify all of the
terms and provisions thereof, exactly the same as if the undersigned had

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

IN WITNESS WHEREOF, this instrument is executed by the undersipned

as of the date set forth in their respective acknowledgments.

7 1N
Ve / /
i =

Norman L. Stevens, Jr.

CORPORATE

STATE OF

Yo yu >l

COUNTY OF

The foregoing instrument was acknowledged before me this

day of , 1968, by

who is of

a corporation, for and on behalf of said
(State)

corporation,

Notary Public in and for

My Commission expires:




INDIVIDUAL

STATE OF /@/w 772 .fa X

. ) ¢
comnry of (' Aav.s’ X

nd

The foregoing instrument was acknowledged before me this )25

—— e s

. ) , /
day of AA,& C 0222 ,lu/d ,» 1968, by 77&.@7{4;‘/; /.JZM#Z/&

b
| i, (adtdy
e, Notary Pubfic in apd for
A -
RN,

My Commission Expires Aug. 22, 1972

7.73: R .":'.;.: .
- ~- My Commissioil expires:
. Tl ..-__-\'-- \‘\'

\\l -

S iais . adinde

)
|
i
|
|
!
;
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CONSENT AND RATIFICATION
DALLAS RANCH UN1T AGREEMENT
EMBRACING LANDS IN CHAVES 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
Dallas Ranch Unit Area embracing lands situated in Chaves County, New lexico,

which said Agreement is dated the 1lth day of December , 1968,

and acknocwledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of the lease-
hold, rovalty or other interests in the lands or minerals embraced in said
Unit Area, as indicated on the schedule attached to the said Unit Agreement
as Exhibit "B", do hereby commit all of their said interests to the Dallas
Ranch Unit Agreement and do hereby consent thereto and ratify all of the
terms and provisions thereof, exactly the same as if the undersigned 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 ack~ywledgments,
. =/

o Wme B. Barnhili ; ]

D

Hylés A. Colligan

COPPORATE

STATE OF

i
X
COUNTY OF X

The foregoing instrument was acknowliedged before me this

day of , 1968, by L

who is of L .

a corporation, for and on behalf of said
(State)

corporation,

Notary Public in and for

Hy Commission expires:




INDIVIDUAL

COUNTY OF () 10y«

——

Iy punt >u g

The foregoing instrument was acknowledged before me this Qﬂl{

day of [/ Qs ., te, , 1968, by m‘?[esﬁ-giw'
by 73 FRovn b

"ﬂ/e@z e "‘/gz“t{/

Notary Py&lic in and for 7, 2Py

\P“ ( ,‘z‘u%?/&; >an/j/.//</ze/¢‘3
Se NI S

R =

o

AR
\

- ‘.-.;AH RN .. ‘ -
R *,» My Commission expires: (2 t R3 /P70
R 7




Date

Date

Date

Date

Date

WORKING INTEREST OWNERS

-15-

BELL PETROLEUM COMPANY

By

Address: Suite 400 - 700 Wilshire Blvd.

T e
o

Anceleg. Calif, 90017

HUMBLE OIL & REFINING COMPANY

By

Address: P, 0, Box 1600

Midland, Texas 79701

ATLANTIC RICHFIELD COMPANY

By _

Address: P, 0, Box 1978

Roswell, New Mexico 88201

ALLIED CHEMICAL CORPORATION

By

Address: 1300 Wilco Building

Midland, Texas 79701

PHILLIPS PETROLEUM COMPANY

By

Address: P, 0. Box 791

Midiand, Texas 79701




L

JOSEPH E. SEAGRAM & SONS, INC.

Date By
Address:__P. 0. Box 4067
Midland, Texas 79701
J. M. HUBER CORPORATION
Date By
Address:_ 922 Vaughn Building
Midland, Texas 79701
Date
N. L. STEVENS, JR.
Address: 606 Security National Bldg.
Roswell, New Mexico 88201
STATE OF TEXAS ) ]

COUNTY OF HARRIS ¥

The foregoing instrument was acknowledged before me this //#‘ da

of December, 1968, by D. W, Franklin,

Division Exploration Manager of MARATHON

OIL COMPANY, an Ohio corporation, on behalf of said corporation,.

i
Caunciiiise” -/V /ﬂn//
\
r
LUTHER L. HINTON Notary Public in and for
Sotany DebE i and Tor Harns County, Texas Harris County, Texas

Iy Commission Expires June I' 1959

My commission expi¥e

-16-




STATE OF CALIFORNIA X
X
COUNTY OF LOS ANGELES  }

The foregoing instrument was acknowledged before me this day

of , 196__, by

of BELL PETROLEUM COMPANY, a corporation, on behalf of said

corporation.

Notary Public in and for
Los Angeles County, California

My commission expires

STATE OF TEXAS i
COUNTY OF MIDLAND §

The foregoing instrument was acknevledged before me this day
of , 196, by s

of HUMBLE OIL & REFINING COMPANY, a Delaware corporation, on behalf of caid

corporation.

Notary Putlic in and for
Midland County, Texas

My commission expires

STATE OF NEW MEXICO )
COUNTY OF CHAVES §

The foregoing instrument was acknowledged before me this day
of , 196, by

of ATLANTIC RICHFIELD COMPANY, a Pennsylvania corporation, on behalf of said

corporation.

Notary Public in and for
Chaves County, New Mexico

My commission expires

-17-




STATE OF TEXAS X
COUNTY OF MIDLAND §
The foregoing instrument was acknowledged before me this day
of » 196__, by ,
of ALLIED CHEMICAL CORPORATION, a corporation, on behalf of

said corporation.

Notary Public in and for
Midland County, Texas

My commission expires

STATE OF TEXAS X
COUNTY OF MIDLAND %

The foregoing instrument was acknowledged before me this ______ day
of ,» 196, by s

of PHILLIPS PETROLEUM COMPANY, a Delaware corporation. on behalf of caid cor

1122 D0 SSaw vua—

poration.

Notary Public in and for
Midland County, Texas

My commission expires

STATE OF TEXAS X
¥
COUNTY OF MIDLAND X

The foregoing instrument was acknowledged before me this day.

of ,» 196, by

of JOSEPH E, SEAGRAM & SONS, INC., a corporation, on behalf

of said corporation.

Notary Public in and for
Midland County, Texas

My commission expires

~-18-




STATE OF TEXAS X
X
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me this

of » 196, by N

day

of J. M. HUBER CORPORATION, a corporation, on behalf of

said corporation.

Notary Public in and for
Midland County, Texas

My commission expires

STATE OF NEW MEXICO [
X
COUNTY OF CHAVES i

The foregoing instrument was acknowledged before me this

of , 196__, by N. L. STEVENS, JR.

day

Notavy Public in and iror
Chaves County, New Mexico

My commission expires
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EXHIBIT B
SCHEDULE SHOWING THE PERCENTAGE AND KIND
OF OWNERSHIP OF ALL LAND3 IN THE
DALLAS RANCH UNIT AREA - CHAVES COUNTY, NIW MEXICO

Serial No. & Basic
Tract No. of Expiration Royalty & Overriding Rovalty Working Interest
Number Description Acres Date of Lse., Percentage and Percentage Lessee of Record Percentage

TOWNSHIP 9-SOUTH, RANGE 26-EAST, N,M.P.M.

1 Sec. 13: NE/4 Ni/4; W/2 ¥W/4 120.00 K-934-1 State - All Miles A. Colligan 1.75% Bell Petroleum Company 100.00000%
11-15-70 (12.5%) William K. Barnhill 1.75%
2 Sec. 13: NW/4 NE/4; E/2 NW/4 280.00 L-225 State ~ All None Marathon 0il Company 100.00000%
Sec. l4: NW/4 SE/& 9-19-77 (12.5%)
Sec. 23: E/2 SE/4; SW/4 SE/4
3 Sec. 13: §/2 320.00 L-224 State - All None Marathon 0il Company 100.00000%
9-19-77 (12.5%)
4 Sec. 13: S/2 NE/4 120.00 K-934 State  All lone J. M. Huber Corporation 100.00000%
Sec. l4: NE/4 SE/4 11-15~70 (12.5%)
5 Sec. 14: S/2 SE/4 80.00 0G-5680 State - All Mone Phillips Petroleum Company 100.000007.
7-21-69 (12.5%)
6-A Sec. l4: SW/4 200.00 K-2021 State - All Mone Allied Chemical Corporation 83.33333%
Sec. 22: NW/4 SW/4 12-19-71 (12.5%) Josepn E. Seagram & Sons, Inc. 16.66667Y
6-B Sec, 22: NE/4 SW/4 40.00 K-2021 State -~ All None Allied Chemical Corporation 83.33333%
12-19-71 (12.5%) Joseph E. Seagram & Soas, Inc. 16.66667%
7 Sec. 21: NE/4; N/2 NW/4 240.00 K-2780 State - All None Allied Chemical Corporation 83.33333%,

10-16-72 (12.5%) Joseph E. Seagram & Sons, Inc. 16.66667%
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Serial No. & Basic
Tract No. of Expiration Royalty & Overriding Royalty Working Interest
Number Description Acres Date of Lse. Percentage and Percentage Lessee of Record Percentage
8 Sec. 21: S/2 NW/4; SEf4 SW/4 720.00 0G-5898 State - All Miles A. Colligan 1.75%  Bell Petroleum Company 100.000007%
Sec. 22: N/2 NW/4; SW/4 NW/4 9-15-69 (12.5%) William K. Barsohill 1.75%
Sec. 27: NE/4; N/2 NW/4
N/2 SW/4; SE/4 SW/4;
N/2 SE/4; SW/4 SE/4
9 Sec. 22: E/2 NE/4; SE/4 400.00 L-226 State ~ All None Atlantic Richfield Company 100.000007,
Sec. 27: S/2 NW/4; SW/4 SW/4; 9-19-77 (12.5%)
SE/4 SE/4
10 Sec. 22: W/2 NE/4; SE/4 NW/4 280.00 L-316 State - All None Marathon Oil Company 100.00000%
Sec. 33: N/2 NE/4; SE/4 NE/4 10~17-77 (12.5%)
Sec. 35: NE/4 NE/4
11 Sec. 23: N/2 600.00 L-165 State - All None Atlantic Richfield Company 100.000007,
Sec. 25: E/2 NE/4; SW/4 NE/4; 8-15-77 (12.5%)
NW/4
12 Sec. 23: SW/4; NW/4 SE/4 480.00 0G-5682 State - -All None Phillips Petroleum Company 100.000007%
Sec. 25: SW/4; NW/4 SE/4; 7-21-69 (12.5%)
E/2 SE/4
13 Sec. 24: All 640.00 L-86-1 State - All None Humble 0il & Refining Company 100.00000%
; 7-18-77 (12.5%)
14-A Sec. 25: NW/4 NE/4; SW/4 SE/4  1€0.00 K~935-1 State - All None Allied Chemical Corporation 83.33333%
Sec. 28:; S/7 SW/4 11-15-70 (12.5%) Joseph E. Seagram & Sons, Inc. 16.66667%
14-B Sec. 34: SW/4 NE/4 200.00 K-935-1 State - All None Allied Chemical Corporation 83.333337,
Sec. 35: NW/4 NE/4; N/2 NW/4 11-15-70 (12.5%) Joseph E. Seagram & Sons, Inc. 16.66667%
SW/4 NW/4
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Tract No. of Expiration Rovalty & Overriding Royalty Working Interest
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15 Sec. 26: All 640.00 K-2851-1 State - All None Allied Chemical Corporation 83.333337%
11-20-72 (12.5%) Joseph E. Seagram & Sons, Inc. 16.6656677
16-A Sec. 28: N/2; NE/4 SW/4; 440.00 0G-5899 State - All Miles A. Colligan 1.75%% Bell Petroleum Company 100.00000%
S/2 SE/4 9-15-69 (12.5%) William K. Barohill 1.75%
16-B Sec. 33: E/2 NW/&4; W/2 SW/4; 520.00 0G-5899 State - All Miles A. Colligan 1.75% Bell Petroleum Company 100.00000%
SE/4 SW/4 9-15-69 (12.5%) William K. Barnhill 1.75%
Sec. 34: N/2 NW/4; SE/4 SW/4;
E/2 SE/4
Sec. 35: 8/2 NE/4; SE/4 NW/4
17 Sec, 33: NW/4 NW/4; SE/4 SE/4 80.00 L-404 State - All None Norman L. Stevens, Jr. 100 .00000%
11-21-77 (12.5%)
18 Sec. 33: SW/4 NE/4; SW/4 NW/4;  320.00 K- 3764 State - All None Allied Chemical Corporation 100.000007
NE/4 SW/4; N/2 SE/4; 12-17-73 (12.5%)
SW/4 SE/4
Sec. 34: NW/4 NE/4; SW/4 NW/4
19 Sec. 34: E/2 NE/4; SE/4 NW/4; 320.00 K~5994 State =~ All None Atlantic Richtield Company 100.000007
N/2 SW/4; SW/&4 SW/4; 5-17-76 (12.57)
W/2 SE/4
20 Sec, 21: SE/4; N/2 SW/4; 760.00 L-315-1 State - All None Humble 0il & Refining Company 100.00000%
SW/4 SW/4 10-17-77 (12.5%)
Sec. 28: N/2 SE/4; NW/4 SW/4
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Tract
Number

Description

No. of
Acres

Serial No. &

Expiration
Date of Lse,

Basic
Royalty &
Perceniage

Oserriding Royalty
and Percentage

Working Iaterest

Lessee of Record

Percentage

TOWNSHIP 9-SOUTH, RANGE 27-EAST, N.M.P.M.

20 Sec. 18:
(Cont'd)
Sec. 19:

21 Sec. 18:

22 Sec. 18:

Sec. 19:

N/2 NE/4; SW/4 NE/4;
E/2 NW/4
NE/4 NE/4; SW/4 NE/4;
E/2 NW/4

Sk/4 NE/4; E/2 SE/4;
NE/4 SW/4

160.00

Lots 1, 2, 3, 4&; 728.60
SE/4 SW/4; W/2 SE/4

Lots 1, 2, 3, 4;

NW/4 NE/4; SE/4 NE/4;

E/2 SW/4; W/2 SE/4;

NE/4 SE/4

TOTAL:

K-4086
5-19-74

L-166
8-15-77

State - All None:
(12.5%)
State - All None:
(12.5%)

Twenty-Five Tracts comprising 8,848.60 Acres ¢f State of New Mexico Lancs.

Haumble Oil & Refining Company

Marathon 0il Company

b ootens nmemeton Kl NN et s

100. 002007

100.000007%




EXHIBIT ''C"

Attached t¢ and Made a Part of the
Unit Agreement for the Development and Operation of the
Dallas Ranch Unit Area, Chaves Courty, New Mexico

Equal Employment O»~ortunity Provision

During the performance of this contract, Unit Operator (Marathon 0il Company)
agrees as follows:

(1) The Unit Operator will not discriminate against any employee or applicant
for employment because of race, religion, color, sex, or national origin.
The Unit Operator will take affirmative action to ensure that applicants
are employed, and that employees are treated during employment, without
cvegard to their race, religion, color, sex, or national origin. Such
action shall include, but not be limited to, the following: employment,
upgrading, demotion, or tramsfer; recruitment or recruitment advertising;
layoff or termination; rates of pay or other forms of compensation; and
selection for training, including apprenticeship. The Unit Operator agrees
to post in conspicuous places, available to employees and applicants for
employment, notices to be provided by the contracting officer setting
forth the provisions of this nondiscriminwcion clause.

(2) The Unit Operator will, in all solicitations or advertisements for
empioyees placad by or on behalf of the Ilnift Operator state that 211
qualified applicants will receive consideration for employment without
regard to race, religion, color, sex, or rational origin.

(3) The Unit Operatur will send to each labor unioun or representative of
workers with which he has a collective bargaining agreement or other con-
tract or understanding, a notice to be provided by the agency contractinag
offizer, advising the labor union or workers' represent-tive of the Unit
Operator's commitments under Section 202 of Executive Order 11246 of
September 24, 1965, and shall post copies of the notice in conspicuous
places available to employees and applicants for employment.

(4) The Unit Operator will comply with all provisions of Executive Order 11246
of September 24, 1965, and of the rules, vegulations, and releyant crders
of the Secretary of Labor.

(5) The Unit Operator will furnish all information and reperts required by
Executive Order 11246 of September 24, 1965, and by the rules, regulations,
and orders of the Secretary of Labor, or pursuant thereto, and will permit
access to his books, records, awl accounts by the contracting agency and
the Secretary of Labor for purposes of investigation to ascertain compli-
ance with such rules, regulations, and orders,

(6) 1In the event of the Unit Operator's noncompliance with the noundiscrimina-
tion clauses of this contract or with any of such rules, regulations, or
orders, this contract may be canceled, terminated, or suspended in whole
or in part, and the Unit Operator may be declared ineligible for further
Government contracts in accordance with procedures authorized in Executive
Order 11246 of September 24, 1965, and such other sanctions may be imposed
and remedies invoked as provided in Executive Order 11246 of September 24,
1965, or by rule, regulation, or order of the Secretary of Labor, or as
otherwise provided by law.

{(7) The Unit Operator will include the provisions of paragraphs (1) through
(7) in every subcontract or purchase order unless exempted by rules, regu-
lations, or orders of the Secretary of Labor issued pursuant to Section
204 of Executive Order 11246 of September 24, 1965, so that such provi-
sions will be binding upon each subcontractor or vendor. The Unit
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Operator will take such action with respect to any subcontract or purchase
vrder as the contracting agency may direct as a means of enforcing such
provisions including sanctions for noncompliance: Provided, however,

that in the event the Unit Operator becomes involved in, or is threatened
with, litigation with a subcontractor or vendor as a result of such direc-
tion by the contracting agency, the Unit Operator may request the United
States to enter into such litigation to protect the interests of the
United States.




EXHIBIT “p"

Attached to and Made a Part of the
Unit Agreement for the Development and Operation of the
Dallas Ranch Unit Area, Chaves County, New Mexico

Equal Opportunity in Employment Certification of Nonsegregated Facilities

) The Unit Operator, Marathon 0il Company, by entering into this con-
tract, certifies that it does not maintain or provide for its employees any
segregated facilities at any of its establishments, and that it does not per-
mit its employees to perform their services at any location, under its control,
where segreg-.ted facilities are maintained. It certifies further that it will
not maintain or provide for its employees any segregated facilities at any of
its establishmenis, ana that it will not permit its employees tc perform their
services at any location, under its control, where segregated facilities are
maintained. Unit Operator agrees that a breach of this certification is a
violation of the Equal Opportunity clause in this contract. As used in this
certification, the term "segregated facilities" means, but is not limited to,
any waiting rooms, work areas, rest rooms and wash rooms, restaurants and other
eating areas, time clocks, locker rooms and other storage or dressing areas,
parking lots, drinking fountains, recreation or entertainment areas, transporta-
tion, and housing facilities n-avided for cmployees which arc segrégaied by
explicit directive or are in fact segregated on the basis of race, creed,
color, or national origin, because of habit, local custom, or otherwise. It
further agrees that (except where it has obtained identical certifications

from proposed subcontractors for specific time periods) it will obtain identi-
cal certifications from proposed subcontractors prior to the award of sub-
coniracts exceeding $L0,000 which are not exempt from the provisions of the
Equal Opportunity clause; that it will retain such certifications in its files;
and that it will forward the following notice tc such proposed subcontractors

(except where the proposed subcontractors have submitted identical certifica-
tions for specific time periods):

Notice to Prospective Subcontractors of Requiremeni

For Certifications of Nonsegregated Facilities

A Certification of Nonsegregated Facilities, as required by the 1tay
9, 1967, order (32 F.R. 7439, May 19, 1967) on Elimination of Segregated
Facilities, by the Secretary of Labor, must be submitted prior to the award of
a subcontract exceeding $10,000 which is nof exemnt from the provisious ol Lie
Equal Opportunity clause., The certification may be submitted either for each
subcontract or for all subcontracts during a period (i.e., quarterly, semi-
annually, or annually).

MARATHON OIL COMPANY

By /ﬁ 7} ?/z,x/vt/l/éw —

- =T AR OVED Lot
D, W. Franklin, 70 o
Division Exploration Manager




