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CASE 6897: McCLELLAN OIL CORPORATION
'FOR TWO COMPULSORY POOLINGS, CBAVES ~
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Mr. Thomas Kellahin
Kellahin & Kellahin
Attorneys at Law

Post Office Box 1769
Santa Fea. New Maxico

Dear Sir:

STATE OF NEW MEXICQ

ENERGY a0 MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

POST OFFICE BOX 2088
STATE LAND OFFICE BUILDING
SANTA FE. NEW MEXICO 87501

June 13, 1980 (505 827-2434

Re: CJASE NO. 6897
ORDER NO. R-6367

Applicant:

McClellan 01l Corporation

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

[/ Director - 4

JDR/fd

Copy of order also sent to:
Hobbs OCD x

Artesia OCD X _

Aztec OCD

Other
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.f:‘. McClellan Qil Corporation

June 18, 1980

CEFTIFIED MAIL

The Blanco any
Post Office Box 1150
Roswell, New Mexico 88201

Re: S% Sec. 30-T6S-R26E
Chaves County, New Mexico
CASE No. 6897
Order No. R-6367

Genitlemen:

Pursuant to the captioned Order, enclosed is an AFE four the well to be drilled

on the captioned acreage. This well must be cammenced prior to August 15, 1980.

1f :|.t is your decisicn to participate in the drilling of thls test well, we
would - appreciate your executing and re ing onc copy of this AFE to our

-~ a—

office at your earliest convenience, but in any event prlor to August 15, 1980.

Very truly yours,

N

ack L. McClellam
es

ac:  State of New Mexico ‘
&Exgyand!ﬁmrals Department
Y Conservation Division
-Post Office Box 2088
Santa Fe, New Mexico 87501
w/attached AFE
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Bank Building — Drawer 730 — 505/622-3200 — Roswell, New Mexico 88201

v b e, e




i ’ \

NicCleilan Oii Corporation
Suite 1000 Security Bank Building
Box 848

.. Rosweli, New Mexico 88201

T

Authority For Expenditure

To: ' Lease: _ohnson. No.Fee
Purpose:__Drill New Yell Field: __Mildcat
Objective Depth 4300 Formation_Aha __|County: Chaves
Date: _May 20, 1980 AFENo.__1___ _ |State: _New Mexico
Anticipated Commoncement Date__August 1. 1980 llocation: 19807 FSL & 660° FiL_ weliNo.___1
Type Well: Gas Spacing___160_____|Section __3Q __ Township_&-S Range.._26-F
INTANGIBLES TANGIBLES
» . Amount ‘ ' Amount g-i
ltem Dry Hole Producer Item Dry Hole Producer :
Surveying $ 50013% 50! casing (Size, Amt., Frice) $ s ’
Build Location & Roads 7,000) 7,000 surf.__
Dritling_4300 . @s$_17.00__] 73,000, 73,000 interm. 8-5/8"-1300-$9.45 1 12,300 12,300 i
DayWork___ 2. diys@$ 3500 3,500 5,200 Prod. 4%-4300-$4.32 18,600
Completion 10 ___days@$ _650 6.,500! Tubing (Size, Amt., Price) '
Muds & Chemicals 10,000} 10,000 2-3/8"-4300'-52.75 11,900
Etestric logging 13 ,000 13)00(1 Rods (Size, Amit., Price}
DrillStem Tests ~ No: : L ?
Acid 1500 Gals 3,000 Down Hole Pump .
 Fracturing 17, 500cats_20,000 tbs. 15,000 Type Size. S ‘ o
Pertorating & Logging 3,500! Fioat & Other Equipment AT
Coring ft. Surface 3z / - ’
Geol. & Geophy. Expense S intermediate 35q____.___35ﬁ |
‘Well Supervision Production ___500 - S
Administrative Overhead 3,000 3,000} Pumping Unit . :
Engr. & Geol. Services 2,5001 3,500 Engine
Cement Services : Elec. Molor & Pane! : N
Surtace . sx Flowlines & Connections 350 1.000 4
Interm. ___3R0__ sx 3,500} 3,500} Storage Tanks, Stairs, Wiks. i
2 kOt Size . r i

Boh e o




E McClellan Oil Corporation
- Suite 1000 Security Bank Building

Box 848

Rosweli, New Mexico 88201

Adthority For Expenditure

To: Lease: _Johnson — No.fee
Purpose:__Drill_ HNew Hell _IField: __Mildcat
Objective Depth _4300 Formation_Aho____|County: Chaves
Date: _May 20, 1980 _ _ AFENo.__1 [State: _New Mexico
Anticipated Commencement Date__August 1. 19890 [Location: _1980" FSL & 66Q' FYl _weil No.__1
Type Welt: Gas Spacing___160_____}Section __3Q ___ Township_6-5 Range.__26-FE
INTANGIBLES TANGIBLES
Amount Amount
ftem Dry Hole Producer ltem Dty Hole Producer
Surveying $ 50013 ___K0Q| casing (Size, Amt., Price) $ $
Buitd L soaticn & Roads B _74ODQ__MQH Surf,
Driting_4300 . @s$_17. 1 73,000,..73,900 nerms. 8-5/8"-1300-$9.45 | 12,300 12,300
DayWork___ 2 diys@ $ 3500 3,500 f),,,ZQQ? Prod. 4%5-4300-%4.32 18,600
Completion 10 days @ $ _6HAD 6.,500| Fubing (Size, Amt., Price)
Muds & Chemicals 10,000 10,000; 2-3/8"- 4300' - $2 75 11,900
Electric logging 13,000 13,000 Rods (Size, Ami,, Price)
Drili Stem Tests No: _
Acid 1500 Gals 3,000} bown Hote Pump
Fracturing 17 ,500Gals_20,000 ibs. 15,000f  Type:r__ Size:
Perforating & Logging 3,500 Fioat & Other Equipment
Coring ft. Surface — N
Geol. & Geophy. Expense ] Intermediate 350G __.350
‘Well Supervision Production 500
Administrative Overhead _ _3,0001 3,000 pumping Unit
Engr. & Geol. Services 2,500 3,500; Engine
Cement Services Elec. Motor & Panel
Surface sX Flowlines & Connections 354 1.000
Interm. __380 _ sx 3,500! . 3,500 storage Tanks, Stairs, Wiks.
Prod. __ 300 sx I 43,500 no. Size
Plugging—Clean-up 5,000 2,000 separataor: Size: 2,500
Surface Damage 1,000 1,000) Hester Treater:  Size:
Contract Labor ROOG - 1,500 wellhead Equipment 6,000
Trucking PR g Ev)A/TmO 1,500 Valves & Fittings 2,000
Equipment Rental __% A | 7.0 Packers _In contingencies
Water L -yt .t L0001 10,003 Meters
Environmentat 1mpacx‘\ ‘.‘-QN‘ ) SR C Electrical Systems
LegaiFees ___ L W ok - 5\0\I Injection Equipment _
Contingencies e N E__A 0001 9,000} Lease Acquisition
N L CCNT L NTR > - :
Taxes. % 6,750} 10,250
SUBTOTAL INTANGIBLES $141,7001$192,400, SUB TOTAL TANGIBLES s 13,000 s 55,000
' . ' Amount
TOTAL ESTIMATED DRY HOLE COST 5 154,700 [Duwision of Interest __% __ DryHole | Producer
TOTAL ESTIMATED COST OF PRODUCING WELL ] ] ) n
' I'he Blanco Company |1/12 [12,891.67] 20,616.67
Gas or Flowing s 247 ,400 .
Pumping s _ . i .
< T S _ i
Approved b lw: —— ~-,.4-,Dutc§./.ll[) U ’ N ]
Opemior T e
_ Blanco Company - SRS (S RO SO .
Approved and . ' - . Y SN S
Accepted by _,l.;z_'.,._.w-..___--__ e e e Date W I o o
Mon-Operaior i
7 o SRRSO SHRENS SUS
= e | TOTAL
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§ McClellan OQil Corporation

- 9),‘1& H-,:LJ
4

June 18, 1980

CERTIFIED MAIL , L‘/
RETGRN RECEIPT REQUESTED | ? ,

Mr. James T. Jemnings
Post Office Box 1180
Roswell, New Mexico 838201

Re: S% Sec. 30-T6S-R26E
Chaves County, New Mexico
CASE No. 6897
Order No. R-6367

o A

Dear Mr. Jemings:

Pursuant to the captioned Order, enclosed is an AFE for the well to be drilled P
on the captioned acreage. This well must be commenced prior to August 15, 1980.

P VTS

If it is your decision to participate in the drilling of this test well, we
would appreciate your executing and retizming one copy of this AFE to our
office at your earliest convenience, but in any event prior to August 15, 1980.

cc: State of New Mexico 33“’“‘- w093
Energy and Minerals Department ‘.‘O\y?\'&f’i’—n . 5
0Oil Conservation DlVJ.SlOILo\S\NC' o \
Post Office Box 2088 =
Santa Fe, New Mexico 8750
w/attached AFE

o b

-Suite 1000 Security Bank Building — Drower 730 — 505/622-3200 —  Rosweli, New Mexico 88201

L N, g 2 T e




C McClellan Oil Corporation
- Suite 1000 Secunty Bank Buiiding
— Box 848

Roswell, New Mexico 88201

Authority For Expenditure

: Jo: ‘ Lease: __Johnsan
‘ Purpose: __flrill New Hell Field: __Wildcat
2 Objective Depth __4300 Formation_Abo___|County: Chaves
Date: _May 20, 1980 _AFENo.__1 __{State: _New Mexico
Anticipated Commencement Date__August 1, 1980 [Location: _1980* FSL & 660° FWl__wWell No.__1 ’
] ' } | Type Well: ___Gas _Spacing 160__.__ Section 30 7 ownship 6-3 Range__ Z26-F
- '
INTANGIBLES TANGIBLES |
Amount Amount
liem Dry Hole Producer Item Dry Hole  Producer
Surveying s K00 (% Q0! casing (Size, Amt., Price) $ $
Build Location & Roads 7,000 7,000 surt.
oriting_4300 . @ s_.17.00_._~_73,000 - 73,00Q, \nterm. 8-5/8"-1300-%9.45 {12,300 ___ 12,300
DayWork____ 2 __days@$ 3500 3,040 5,200 Prod. 4%-4300-%4.32_ | 18,600
Completion 10 __ days@$ _650 6,500 Tubing (Size, Amt., Price)
Muds & Chemicals 10,000 10,0000 2-3/8"- 4300’ -$2.75 11,900
- Etectric logging 134000 13; 00 Rods (Size, Amt., Price)
Drill Stem Tests No:
Acid 1500 Gals 3.000] pown Hole Pump
Fracturing 17,600Gats_ 20,000 sos.y. 1 15,0001 Type: Size:
Perforating & Logging 3,500l Float & Other Equipment
Coring ft. Surface
- Geol. & Geophy. Expense Intermediate : 35 350
Well Suparvisian : Production ____ 5na
Administrative Overhead . 3,000 3,008 Pumping Unit
Engr. & Geol. Services 2,500 3,50 Engine
Cement Services Elec. Motor & Panel .
Surface___ sx Flowlines & Connections 35¢ 1,000
interm. ___3A20 sx 3,500 3. 500! storage Tanks, Stairs, Wiks.
Prod. __300 .  sx 3,500 No ‘Slze
Plugging—Clean-up / ' 000 Lﬂﬂdl Separator: Size: 2,500
Surtace Damage._ AT No¥ 01 1,000} Heater Treater:  Size:
Contract Labor ryf d 1g Wellhead Equipment 6,000
Trucking : t§/ s h000 1,50 Valves & Fittings 2.,000
Equipment Rental r\' B WA 7,000 packers _In _contingencies
Water ~ NG f_ﬁgﬁﬂﬂﬂ_ 10,000 Meters
Environmentat Impact T Electrica! Systems
Legal Fees / By nk Injection Equipment
<Comingencies i\‘\\\: ?Icéb‘ 4,000 9, ﬂﬂQi t.ease Acquisition
Taxes % > 6,750 10,250 .,
SUBTOTAL INTANGIBLES $141,700 15192 ,400 SUB TOTAL TANGIBLES s 13,000 ¢ 55,000
B jL Amount
TOTAL ESTIMATED DRY HOLECOST $.154.700° ivision of Interest [ % Dry Hole Producer
TOTAL ESTIMATED COST OF PRODUCING WELL ] ] ’ E
' James T. Jenmings {1712 [2,891.67[ 20,616.67
Gas or Flowing s _247,400
S $
- .
Approved by v cu{l Date
Operator N
Approved aﬁd B S
Accept Y Date
3 'Fonjpperawr
. e
anes rnings —
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STATE OF NEW MEXICO
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SALLY W. BOYD, C.S.A.
Rt. 1 Box 193-B
Santa Fe, New Mexico 87501
Phone (303) 455-7409

4

10

1

12

13

15

16
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JACK L. McCLELLAN

N

INDEHZX

Direct Examination by Mr. Kellahin

Cruss Examination by iir, Stamets

Applicant
Applicant
Applicant
Applicant
Applicant
Applicaant
Applicant

Applicant

Exhibit

Exhibit

Exhibit

Exhibit

Exnhibit

Exhibit

Exhibit

Exhibit

EXHIBITS

One, Letter
Two, Letter
Three, Lease
Four, AFE

Five, Plat

Six, Tabulation
Seven, AFE

Eight, Receipts
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SALLY W. BOYD, C.S.R.

Rt. § Box 193-B
Santa Fe, New Mexico 87501

Phone (505) 455-7409
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Pags 3

MR. STAMETS: We'll call next Case 6897.

MR. PADILLA: Application of McClellan
0il Corporation for two compulsory poolings, Chaves County,
New Mexico.

MR. KELLAHIN: Tom Kellahin of Santa Fe,

appearing on behalf of the applicant and I have one witness.

(Witness sworn.)

JACK McCLELLAN
being called as a witness and having been duly sworn upon his|

oath, testified as follows. to-wit:

DIRECT EXAMINATION
BY MR. KELLAHIN:

Q. Would you please state your name and oc-
cupation?

A My name is Jack L. McClellan, owner of
McClellan 0Oil Corporation and petroleum geologist.

0. Mr. McClellan, have you testified as a
geologist before the New Mexico 0il Conservation Division
on previous occasions?

A Yes, I‘have.

Q. And have your gualifications as an expert

witness been accepted and made a matter of recordé?




SALLY W. BOYD, C.S.R.

Rt. 1 Box 193-B
Santa Fe, New Mexico 87501

Phone (505) 435-7409

10
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13
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18

yes, they have.

MR. KELLAHIN: We tender Mr. McClellan as

an expert geologist.

MR. STAMETS: The witness is considered

0 Mr. McClellan, would you turn first of alﬂ

to what we've marked as page five or Exhibit Five of the

packet of exhibits and look at the plat and orient the Exa-
miner to the location of the acreage for which you seek a
compulsory pooling order?

A The acreage consists of the south half of

Section 30, Township 6 South, Range 26 East, Chaves County,

New Mexico.

0. Wwhat is the interval, vertical interval,

involved in the forced pooling application?

A 1200 feet below the surface to an appro-

ximate depth of 45 - 4600 feet, the base of the 2bo.

MR. KELLAHIN: If the Examiner please,

the application was filed in the alternative. It sought

permission to drill the well in the south half and to com-

pulsory pool +hat acreage. The spacing in that arecge is

160 acres. Mr. McClellan believes that there is potential,

that, although despite the risk involved in the well, if he

encounters a substantial Abo producer there would be a desir

con his part to dedicate 320 acres to the well.




SALLY W. BOYD, C.8.R.

Rt. 1 Box 193-B

Santa Fe, New Mexico 87501
Phone (50%) 455-7409

-h

10

1

12

13
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In the alternative we have sought approval
of 160-acre spacing, which is consistenéﬂwith statewide
spacing, and that if the first well on the proration unit
is only able to drain 160 acres, then we would like this
order to have also pooled the other half of the south half
of 30, which would have been the southeast quarter of the
southwest quarter for the second well.

That explains our position. We want the
ability to control the south half for either the drilling of
two wells or for the dedication of the entire south half to
the one well.

MR, STAMETS: How long a period of time
after completion of the first well do you feel would be --
would be appropriate to either begin the second well or gain
approval of 320-acre spacing?

A Well, at the present time there is a
pipeline being ~- going to be laid approximately as shown
on Exhibit Five.

I would think that it would entail some

production for a period of six months or so before we could

- really ascertain the potential of the production from the

Abo zone in that well.
MR. STAMETS: How soon do you anticipate
completion of this pipeline in the area?

A Probably another four -- four months.

ST L TS

Ay,




Santa Fe, New Mexico 87501
Phone (5035) 435-7409

SALLY W. BOYD, C.8.R.
Rt. 1 Box 193-B
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Page

MR. STAMETS: So there'd be no opportunity

to produce either of the wells.
A No.

MR. STAMETS: No matter how many vou

drilled in there for a few months.
A Right.

MR. STAMETS: So at the maximum, a period
of twelve months from the date of the hearing should be suf-
ficient time to allow you to either drill the second well
or to get the 320-acre spacing approved?

A Yes, I think a year should be sufficient.

MR. STAMETS: The flexibility is there to
allow us to grant twelve months for completion of these
wells, and of course during that period of time you can come
in and get your 320 spacing, which should go ahead and take
care of any problems you might have relative to production.

A Uh-hu‘.

MR. KELLAHIN: As an additional comment,
Mr. Examiner, the only parties that have not agreed to partis
cipate in the well in the entire south half of this section
are Mr. James J2nnings and Blanco Company, both of which re-
ceived copies of the original application, which did indi-
cate the application in the alternative, so that they under-
stand that their entire interest in the south half of this

section is subject to order of the Commission.

RN
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SALLY W. BOYD, C.S.R.

Rt. | Box 193-B

Santa Fe, New Mexico 87501
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Page 7

MR. STAMETS: One other guestion along
these lines. You intend to begin the first well immediately?

A Yes. Our lease, the lease that we have
leased, has a term of -- as shown on Exhibit Six, all expire,
the earliest expiring one would be August the 22nd, so our
intention is to commence the well prior to that August 22nd.

MR. STAMETS: And the commencement of the
first well is sufficient to hold all of your interest in the
south half of the section?

A Yes, sir,

MR. STAMETS: ©Okay. All right, we'll -~
I believe we can -—- I believe we can proceed to do what you
want, even thouga it may not exactly say what you want.

MR. KELLAHIN: 211l right, sir.

o) Would you refer, Mr. McClellan, to Exhibit
Number One and identify that for us?

A Exhibit Number One is the letter that was
written to the Blanco Company and an exact letter was written
to the James T. Jennings, asking that they either make a
lease to me at the -- under the same conditions that we'd
leased the other mineral owners in this lease, or that they
join in the drilling of a test well.

¢ Exhibit Number Two is a copy of the lettexy
to Mr. Jennings?

A Yes, it is.




Rt. | Box 193-B
Santa Fe, New Mexico 87501

SALLY W. BOYD, CS.R.
Phone (505) 455-7409

10
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13

AFE?
A Yes, I did.
0 What is indicated by Exhibit Number Three?
A Exhibit Three was an 0il and gas lease

Page 8

0 All right, and enclosed with that letter

did you provide Mr. Jennings and Blanco Company a proposed

furnished to them initially, asking that they lease under
the same conditions that we were leasing at that time the
other owners.

0 This is a sample of the lease executed
by all the other interests, working interest owners in the

south half of the section?

A Yes, it is.

Q Except for Mr. Jennings and the Blanco
Company?

A Yes,

0 Would you identify for us Exhibit Number
Four?

A Exhibit Number Four was an AFE presented

tc Mr. Jennings and Blanco Company, and I requested that
they join in the drilling of the test well, as to their

interest.

0 You proposed that McClellan 0il Corpor-
ation will be designated the operator of the force pooled

acreage?

g e g

T S i S

I S T T SV Ary o WU C RN T




()

=

(3 ég
d‘ﬂ%a
Rt 3
@8
sk
> B
- |

o 4
&

10

1

12

13

15

&

-h
~4

8 ¥ 3 B % B 3 8

Page g

A. Yes. \

Q And what was your original estimate of

costs involved in drilling this well, as indicated on Exhibit

Four?

A The cost of a dry hole was $137,000; of

a completed flowing gas well, $230,000.

0. Have those estimates been supplemented to
a current price as of this week or so?

A. ves, they have.

0 aAll right, let's go to that exhibit now,
if you don't mind, Mr. McClellan. I believe it's Exhibit
Number Seven.

A. Exhibit Number Seven was prepared May the
20th reflecting basically a change in the drilling costs in
that area, jndicating that the price had risen on the
drilling, that a dry nole would at the present time cost
$154,700; completed flowing gas well, $247,400.

o okay. The_second AFE, Exhibit Number
geven, shows an increased potential cost of some $17,400,

and that cost is represented in what items, cost of actual

drilling?

A The footage contract for drilling the

well is the principal increase.

0 Okay. In your opinion does Exhihit HNum-

ber Seven represent a reasonable and accurate estimate of




Rt. | Box 193-B

Santa Fe, New Mexico 87501

Phons (505) 455-7408

SALLY W. BOYD, C.S.R.
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the costs invclved in drilling an Abo test in this area?

A Yes, it does.

0 All right, sir, would you go to Exhibit
Number Five, which is the plat, and do you have an opinion
with regards to the risk involved in drilling this Abo test?

A Yes. I have examined logs depicted --
most of the logs depicted on the line drawn from A to A'.
I had examined all of those and it's evident that these 2Abo
sands within the Abo formation are not continuous. They are
very difficult to determine which ones you'll encounter, or
if you'll enccunter anv of them.

Examination particularly of the Yates

Red Rock over in Section 28, 16, 5, which resulted in a dry
hole, which did not have any of the sands present. There
have been no Abo wells drilled east of our proposed location
within many miles.

0. This exhibit identifies all the Abo wells
in the area?

A To my knowledge, that have been reported.

0. Okay. Describe for us the type of well
involved in this Yates well in Section 3§6.

A It was a well that was completed out of
one zone from 3815 to 25. It had one sand present, and I
believe the absolute open flow potentialed 1,200,000.

0. How does that potential compare to a
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Page 11

typical Abo well?

a. Well, it is a typical Abo well, but the
wells to the nortia had, for instance, the McClellan "MB" in
Section 31 has about 62 feet of pay; about 6 zones of sands
development. So with respect to those, it's -- it's much
lesser productivity~wise than the wells to the north.

0 All right. Do you have an opinion of the
percentage risk involved in drilling the proposed well?

a. Well, that's a difficult question, and it
would be an opinion. I think if ycu had, oh, probably one
chance in four, that it would be productive, commercially
productive.

Q The Commission provides by statute that
the statutory maximum to be allowed to an operator for a risk
factor to be charged against the non-consenting working in-
terests, a risk factor of 200 percent, which would be the
cost -- their proportionate share of the cost plus 200 per-
cent. That is the statutory maximum.

In terms of the statutory maximum, Mr.
McClellan, where wculd you place the risk involved in

drilling this well?

A, At the moximum, 200 percent.
Q Would you identify Exhibit Number Six for
us and describe that -- what that is?

A Exhibit S8ix is a breakdown of the -- all

|
|

i
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-

the mineral owners within this lease, indicating that I have
all of them under lease, showing the date of the lease, date
of expiration, and the royalty retained, with the exception
¢f the Blanco Company and James T. Jennings.

My total lease under this south half of
Section 30 is 84.08 percent.

Also it depicts the name and address of
the two non-consenting parties, James T. Jennings, the Blancg
Company, and also the one formation that we anticipate, which
would be the Abo, anticipate that would produce.

0 Is this ownership the same for the south
half of Section 30? Does it vary from the southeast to the

southwest quarter?

A No, it's all continuous under the south
half of 30.
o Do you have a recommendation to the Fxa-

miner with regards to the overhead charges to be assessed
against the non-consenting parties?

A Our standard charges in the area, we’;e
now operating other wells in the Abo fcrmation, the drilling
rate is $1500. The monthly preducing well rate is $220.

Q2 Cculd you identify a particular well in
the area to which those charges are being assessed?

A Yes. We're producing the McClellan No. 1

Tolrac in the Section 35 of 9 Scuth, 25 East; the No. 1 "JJ°

G
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Federal, Section 31, 9 South, 26 East.

0 What are the approximate dates of those
agreements pursuant to which those overlLead charges are
being assessed?

A Approximately four montl:S.

Q In your opinion, then, the $1500 and the

$220 commercial charges are reasonable and consistent with
those charges for Abo wells in the area?
A Yes.
- Q Would you identify for us Exhibit Number

Eight?

MR. KELLAHIN: If the Examiner please,
Exhibit Number Eight simply ijs the certified return receipts
indicating that Mr. Jennings and Blanco Corporation have

receipted for the application and the notices involved in

this hearing.

0 Mr. McClellan, were Exhibits One through

seven prepared by you or compiled under your directicn and

supervision?
A Yes, they were.
0 And in your opinion will approval of this

application be in the best interests of conservation, the

prevention of waste, and the protection of correlative right

A Yes.

MR. KELLAHIN: That concludes my examin-—

G it i g i
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ation and I move the introduction of Exhibits One through

E

et

aht.
MR. STAMETS: These exhibits will be ad-

mitted.

CROSS EXAMINATION
BY MR. STAMETS:

Q Mr. McClellan, at a depth from 1200 feet
to 4500 feet, is that all the Abo formation or other forma-
tions above the Abo which are included in that?

A Other formations. The 1200 feet, basi-
cally, the San Andres, which is produced --

1] Is that the top of the San Andres?

A | No, that's down in the San Andres.

That, see, from the surface to 1200 feet is leased to an-
other party.

0 I see. So this would include ther some
of the San Andres and some of the Yeso.

A Yes, the basal -~ basal part of the San

Andres.

0 Aand it's your intent to include all of

the Ahc formation.

A It is my intent to include the Abo.

MR. STAMETS: Any other gquestions of

the witness? He may be excused.
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Anything further in this case?

The case will be taken under advisement.

MP. PADILLA: Mxr. Examiner, I have a
letter that I would like to read into the record as a state-
ment from Mr. Jennings, if I may.

MR. STAMETS: Could you just give us the
sense of the statement and we'll have the reporter put the
entire letter in the record?

MR. PADILLA: Well, basically it's an
ocbjection tc the forced poocling. Mr. Jennings, as has been
testified is one of the non-consenting interest owners in
this case.

MR. STAMETS: Ckay, thank you,

(In accordance with direction of
the Examiner the letter of Mr.
James T. Jennings is attached here-
to with the original transcript of

the hearing.)

(Hearing concluded.)
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LAW OFFICES OF

JENNINGS & CHRISTY

1012 SECURITY NATIONAL BANK BUILDING TELEPHONE 622-84232
P.O.BOX 1180 Arca Cope S0

ROSWELL, NEW MEXICO 8320!

May 20, 1980

JAMES T. JENNINGS
5i1M B CHRISTY IX
DEAN G.CONSTANTINE

0il Conservation Division
Post Office RBox 288

Lo e s S

Santa Fe, New Mexico 87501

Re: Case 6897 - Application of McClellan Gil Corporation
for two compulsory poclings - Chaves County, New Mexico.

Gentlemens:

Personally, and on behalf ¢f the Blanco Corporation, I
would like to make the following objections to the above
Application by letter as it is not possible for a represen-
tative of the Blanco Corporation or me to be present at
the hearing tomorrow.

1. The Application does not locate the proposed
well, and from the information available it appears that
the well is to be drilled in the SW4%SW% of Section 30, and
we have no information concerning the proposed location of
the second well. Likewise, we have no A.F.E. or other
information concerning this well.

2. The proposed well is designated as a "wildcat gas
well"™ projected to a formation above the Wolfcamp, and as
such shall be located on a drilling tract consisting of 160
surface acres pursuant to the provisions of Rule l04Bla.
Section 70-2-17\|c) pertains only to two or more separately
owned tracts embraced within a spacing or proration unit or
royalty interest or undivided interest separately owned under
any such spacing or proration unit and certalnly does not
contemplate the forced pooling of multiple spacing units.
The applicant has failed to point out any urgent need to
force pcol more than one unit and should not be allowed to
pool multiple units at the same hearing or based upon the same
testimony. Good oil field practice would demand that one well
be drilled and adequately tested before commencing the second
well, ¢é&ertainly in the absence of some extenuating c1rcumstarces
which are not described in the application. .

3. That the Blanco Company and the undersigned own an
undivided 1/6 interest in the minerals under the tract in
question and granting of the order requested would impair the
correlative rights of said parties.

e

A iy
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STATL OF MOW IBVICe
ENERGY AND MINERALS DEPARTHMENT
OTL COUSERVATION DMIVICION
STATE LAND OFFICE BLDG.
CERXUIR TR, TRV MLYICO
21 Mavy 1980
EXAMINER HEARING
)
IN THE MATTER OF: )
)
Application of McClellan 0il Cor-~ ) CASE
poration for two compulscry ) 657
poolings, Chaves County, New )
Mexico. )
)
-
BEFORL: PRicharé L. Starcts
TRENSCPIPT OF I'EARING
AP PILAERANCLS
For the 0il Conservation Ernest L. Padilla, Esqg.
Division: legal Counsel to the Division

State Land 0ffice Dldg.

Santa Fe, New Mexico 87501

W. Thomas Xellahin, Esqg.
KYLLAHIN & KELLAHIN
500 Don Gaspar

For the Applicant:

Santa Fe, MNew Mexico 87501
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MR, STERITZ: We'll call next Casc $6897.

MF., PADILLP: Ponlisation of McClellan
0il Ccrporation for two corpulscry neclings, Chaves County,
New Mexico.

MP. FILLALI?: Tor ¥2llahin of Santa Fe,

appearing on kehalf of the applicant znd I have one wiktness,

("7itness sworn.)

JACK McCLELLAN
being called as a witness and having been duly sworn upon his

oath, testified as follows to-wit:

DIRECT EXAMIMNATIOM
BY MR, KELLAHIN:

G would you please statz your name and oc-
cupation?

A ¥y name is Jack L. McClellan, owner of
McClellan 0Oil Corporation and petroleum geologist.

Q Mr. McClellan, have you testified as a
geologist before the Wew Mexico 0il Conservation Division
on previous occasions?

A Yes, I have.

0. 2n? have your cualifications as an exper

witness been accepte? and rade a mattcr of record?

L el g it v o ak giE gl
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A Yos, thoy have.

™

LAY

TOLIAHT: e 4andeor Mr. MceClellan as
an expert geologist.

MR, STAMETS: The witness is considered
qualified.

0, Mr. McClellan, would von turn first of all
to what we've marked as page five or Txhibit Five of the
packet of exhibits and lonk at the nlat and orient the Exa-
miner to the location of the acreage for which you seek a
compulsory pooling order?

A The acreags consists of the south half of
Section 30, Township 6 South, Pange 26 East, Chaves County,

Hew Mexico.

he interval, vertical interval,

‘J-

0, What

%Ja

11'

3

involved in the forced pooling appli~ation?

A 1200 feet below the surface to an appro-

ximate depth of 45 - 4600 feet, the hase of the Abo.

MP. HEELLAHIM: Tf the Fxaminer nlease,

the application was filed in the alternative. It sought
pernission to 4rill the well in the south hal® and to com-

pulscory pool that acreace. The spacing ir that areage is

160 acres. Mr. McClellan helieves that there is »otential,

that, although despita the risk involved in the well, if he
encounters a substantial 2bo producer there would be a desirg

on his part to dedicate 329 acres tn the well.




» i
Page 5
N
- 1 . . . .
5 ] In tac alcernative we have sought approval
i 2 of 160-acre spacing, which is consisienc with statewide
3 i and £ the fir 1311 gy $7 .
spacing, and that 1€ the first well on the proration unit
4 is only able to drair 107 zcres, thon we would like this
s order to have also oolad the other half of the south half
6 - . .. o s . 3
of 30, which would have becn the southeast quarter of the . g
Y southwest quarter for tie second well.
& That espleins our »osition. We want the
® abllity to control the south half for either the drilling of
x 10 . .
o 3 two wells or for the dedication of the entire south half to
Sas®  n
gl -]
o g%% the one well.
©Q =2
. m &g 12 . i .
- ¥ S5y MR, STAMETS: How long a period of time
o
> rts 23 ]
3 3 after completion of the first well do you feel would be —-—
" L] -. . » -
would be appropriate to either begin the second well or gain
15 .
approval of 320-acre spacing?
16 X .
n Well, at the present iime there is a
17 » - [] - . 3 L)
pipeline being ~~ going to be laid approximately as shown
18
on Exhibit Five.
19 ] ] .
I would think that it would entail some
m . -
production for a period of six months or so before we could
21 » - »
really ascertain the potential of the production from the
Abo zone in that well.
MR, STAMETS: Ilow 3o0n o you anticipate
completion of this pipeline in the area?
25
“ A Probably another four --- four monihs.
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M, ETAITTS:  So there'd be no opportunity

to produce eitlier of the wells.
A No.

M. STAMNETS: o natter how many you

drilled in there for a few nonths.
A Right.

MR. STAMETS: So at the maximum, a period
of twelve months from the late of thue hearing shonld be suf-
ficient time to allow you to either drill the second well
or to get the 320-acre spacing approvad?

A ¥es, T t£hink a vear should be sufficient.

MR, STAMETS: The flexibility is there to
allow us to grant twelve moaths for completion of these
wells, and of course during that period of time you can come
in and get your 320 spacing, which should go ahead and take
care of any problems you mnight have relative to production.

L Ch-huh.

MR. RELLANIN: A3 an additional comment,
Mr. Examiner, the only parties that have nqt agreed to parti-
cipate in the well in the entire south half of this section
are Mr. James Jennings and Blanceo Company, both of which re-
ceived copies of the oricinal application, which did indi-
cate the application in the alternztive, so that they under-
stand that thelr entire interest in the south half of this

section i3 subiject to order of the Commission.
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reg: One cther question along
these lines. You i:ixen¢ to begin thc zirgt well immediately?
L. ves. Cur leasc, +e lease that we have
leased, has a term of -~ as shown on Fihibit Six, all expire,
the earliest expiring onc veuld be August the 22nd, SO cur
intention is to cmumence the well prior te ¢hat August 22nd.
MR, STAMETS: rnd the cormencenent of the
f£iret well is sufficient to hold all of your interest in the
south half of the section?
A Yes, S1ir.
MR. STAMLTS: okay. All right, we'll -~
I believe we can -~ I believe we can proceed to do what you
want, even though it mnay not exasctly say what you want.
MR, KTLLANIN: Cr1l1 right, air.

0 vould you refer, My, McClellan, to Exhibit

Number One and identify that for us?

A rshikit tumber One is the letter that was
written to the Blancc Company an an euact letter was written
to the James T. Jennings, asking that they either make a |
jease to me at +he -— under the sarpe conditions that we'd
leased the other mineral owners in this lease, OY that they
join in the &rilling of a test well.

43 rxhibit Humper TVWO is a copy of the letter

to Mr. Jennings?

A ves, it i

[#]

vt
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0 A1l right, and enclosead with that letter

did you provide Mr. Jennings and Dlanco Zompany a proposed

AFE?
A Yesz, I 4id.
Q Waat is indicated by Exhibit Number Three?
A Exhibit Three was an cil and gas lease

furnished to them initially, asking that they lease under
the same conditions that we were leasing at that time the
other owners.

Q This is a sample of the lease executed
by all the other interests, working interest owners in the

south half of the section?

A Yes, it is.

Q Except for Mr. Jennings and the Blanco
Company?

A Yes.

0 Yould you identify for us Exhibit MNumber
Four?

A Exhibit Number Four was an AFE presented

to Mr. Jennings and Blanco Company, and I requested that
they join in the drilling of the test weil, as to their

interest.

o You proposed that McClellan 0il Corpor-
ation will be designated the operator of the force pooled

acreage?
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A Tes.
o And waat was your oricinal estimate of

costs involved in drilline this well, as indicated on Exhibit

A e conis of & Jrv o hiole was $137,000: of
a completed flowling gas well, $230,0020,

0 Yave those estimates been supplemented to
a current price as of tlis week or so?

A Yes, they have.

Q All right, let's c¢o to that exhibit now,
if you don’t mind, Mr. McClellan. I believe it's Exhibi«
Number Seven.

A Exhibit Mumber Seven was prepared May the
20th reflecting basically a change in the drilling costs in
that area, indicating that the price had risen on the
drilling, that a dry hole would at the present time cost
$154,700; completed flowing gas well, $247,400.

Q Okay. The second AFL, Exhibit Number
Seven, shows an increased votential cost of some $17,400,
and that cost is represented in what items, cost of actual
drilling?

A The footage contract for drilling the
well is the principal increase.

) Okay. In your opinion does Exhibit Num-

ber Seven represent a reasonable and accurate estimate of
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the costs involved in dr.o..ing an R s et oin tuis area?
l
A ven, b decs. \
Q nil viguat, siTmy vewld vow go to Exhilit |

Number Five, which is the plat, and o you have an opvinion

with regards tc the »ish ifunvolved In “w111inc this nbo rest?

A ves. 1 hawe cxamined logs depicted -~
most of the logs depicted on the line drawn from A to A'.
I had exanmined ail of those and it's cvident that these abo
gands within the rbo formation are not continuous. They are
very difficult te determine which ones you'll encounter, or
if you'll encounter any of them.

Framination particularly of the Yates

Red Rock over in section 2%, 16, 5, mich resulted in 2 dry
hole, which did not nave any of the sande present. There
have been no AboO gells drilled east of our proposed location
within many miles.

C This exhibit jdentifies all the Abo wells
in the area?

A To my knowledge, that have been reported.

Q okay . pescribe for us the type of well

involved in this Yates well in Section 36.

A It was a well *that was completed out of

one zone from 3815 to 25. It had one sand present,‘and I
pelieve the absolute open flow potencialed 1,200,000,

o 1ow does that potential compare to a

N 510 A W Sl




Pege =
~ 1
‘ typiral Abo well?
- .
: < A Well, it is a typical Abo well, but the
2 - 3 wells to the north had, for instance, the McClellan "MB" in
_-‘7""‘. - »*
. o - 4 Section 31 has about 62 feet of pay; about 6 zones of sands
s development. So with respect to those, it's -- it's much
8 lesser productivity-~wise than the wells to the north.
7 Q All right. Do you have an opinion of the
8 percentage risk involved in drilling the proposed well?
® A Well, that's a difficult question, and it
@
g 3 10 would be an opinion. I think if vou had, oh, probably one
=%
s = 11
g gig chance in four, that it would be productive, commercially
- niég 12
_— B o5 productive.
:a‘:é
» g& 13
3 . Q The Cormission provides by statute that
o
1
the statutory maximum to be allowed to an operator for a riskj
15
factor to be charged against the non-consenting working in-
16
terests, a risk factor of 200 percent, which would be the
17
cost -- their proportionate share of the cost plus 200 per-
18
cent. That is the statutory maximum.
19
In terms of the statutory maximum, Mr.
20
McClellan, where would you place the risk invnlved in
2
drilling this well?
a At the maximum, 200 percent.
o vould you identify Exhibit Number Six for
S’ 24
us and describe that -- what that is?
2%
A Exhibit Six is a breakdown of the -- all
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typical Abo well?

A Well, it is a typical Abo well, but the
wells to the north had, for instance, the McClellan "M3" in
Section 31 has about 62 feet of pay: abcut 6 zones of sands
development. So with respect to those, it's -- it's much
lesser productivity-wise than the wells to the north.

c All right. Do you have an opinion of the
percentage risk involved in drilling the proposed well?

A Well, that's a difficult question, and it
would be an opinion. I think if you had, oh, probably one
chance in four, that it would be productive, commercially
productive.

o The Cormmission provides by statute that
the statutory maximum to be allowed to an operator for a risk
factor to be charged against the non-consenting working in-
terests, a rigk factor of 200 percent, which would be the
cost ~- their propcrtionate share of the cost plus 200 ver-
cent. That is the statutory maximum.

In terms of thé statutory maximum, Mr.
McClellan, where would you place the risk involved in

drilling this well?

A At the maximum, 200 percent.
Q Vould you identify Exhibit Number Six for
us anéd describe that -- what that is?

A Exhibit 8ix is a breakdown cf the -- all
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lease, indicating that I have

owing the date of the lecase, date

of expiration, and the royalty retained, with the exception

of the Blanco Company and James T. Jennings.

My total lease under this south half of
Section 30 is 84.08 percent.

Also it depicts the name and address of

the two non-consenting parties, James T. Jenningg,

Company, and also the one format

would be the Abo, anticipate that would produce.

Q. Is this ownership the same for the south

half of Section 30? Does jt vary from the southeast to the

southwest quarter?
ntinuous under the south

The monthly producing well rate is $220.

rate is $1500.
o Could you identif

the area to which those charges are being assessed?

A Yes. We're producing the McClellan No

south, 25 East; the Ho. 1

Tolmac in the section 36 of 9

+he Blanco

ion that we anticipate, which

A No, it's all co
half of 30.

0. Do you have a recommendation to the Exa-
miner with regards to the overhead charges to be assessed
against the non-conusenting parties?

R Oour standard charges in the area, we're
now operating other wells in the »bo formation, the drilling

y a particular well in

. 1

hJJ:!

e ek e v b At

e

I
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1 Federal, Section 31, 9 South, 26 East.

2 0 What are the approximate dates of those
9
| 3 agreencsnts pursuant to which those overhead charges are
3
L 4 being assessed?
G - 5 A Approximately four months.
: - - i
2 1‘§ - 6 '+] In your opinion, then, the $1500 and the
b . B ™

, 5 _

$220 commercial charces are reasonable and consistent with

8 those charges for Abo wells in the area?
’ A Yes.
[
4 3 10 0 Would you identify for us Exhibit Number
14
§21f " | &g
§g§3 ght?
&
¥ ;%% 12 MR. KELLAHIN: If +»a Examiner please,
S
> azx
g 5; 13 Exhibit Number Eight simply is the certified return receipts

indicating that Mr. Jennings and Blanco Corporation have
recelipted for the application and the notices involved in
this hearing.

Q Mr. McClellan, were Exhibits One through

Seven prepared by you or compiled under your direction and

supervision?
A Yes, they were.
Q And in your opinion will approval of this

application be in the best interests of conservation, the

prevention of waste, and the protection of correlative rightﬁb
A Yes.

MR. XELLAHIN: That concludes my examin-~
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ation and 1 move the introduction of Exhibits One through

Eight.

MR. STAMETS: These exhibits will be ad-

nmitted.

CROSS EXAMINATION
BY MR. STAMETS:

0 Myr. McClellan, at a depth from 1200 feet
to 4500 feet, is that all the Abo formation or other forma-
tions above the Abo which are included in that?

A Other formations. The 1200 feet, pasi-
cally, the San Andres, which is produced --

Q 1s that the top of the San Andres?

A No, that's down in the San Andres.

That, see, from the gurface to 1200 feet is leased to an-
other party.

Q 1 see. So this would include then some

of the San andres and some of the Yes80.

A. ves, the pasal -- basal part of the San

Andres.

Q. And it's your intent to include all of

the Abo formation.

ho

A It is my intent tO inciude tac NP0
MR. STAMETS: Any other questions of

the witness? He may be excused.
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The case will b

MR. PADILLA:

latter that

ment from Mr. Jennings, if I may.

MR. STAMETS:

genge of +he atatement and we'll

entire letter in the record?

MR. PADILLA:

objection to rhe forced pooling.

restified js one of the non-

this case.
MR. STAMETS :

o with the

I would l1ike to reaé into T

consenting in

{In accordance wi
the Examiner <h

Janes T. Jennin

(Hearing concluded.)

Pua_.______,_,__15_ﬂ__

r in this case?

e taken under advisement.

My. Examiner, I have a

+he record as a state-
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have the reporter put the
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Phone {505) 455-7409

SALLY W. BOYD, C.S.R.
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Page 16

CERTIFICATE

I, SALLY W. BOYD, C.S.P., DO HEREBY CERTIFY that

oing Transcript of Hearing before the 0il Conserva=

tion Division was reported by me; that the said transcript

is a full, true, and correct record of the hearing, prepared

by me to the best of my ability.
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Jasen Kellahin
W. Thomas Kellahia
———

Karen Avbrey

KeLrLan

Attorney; o Law
500 Don Gaspar Avenue
Post Office Box 1769

Santa Fe, New Mexico 87501

and KELLAYIN

Telephone 982-4215
Ares Zode 50s

BEFORE EXAMINER STAMETS
; ) Ol CONSERVAT!ON Division
| il 22,1198
| Apri 20 exrnmir No__ ¥
3 CASE no,
) ,'.lf‘,-, *
Mr. Joe Ramey S“mp“~41Qy_-____~________
Oil Conservation Division . Heanng[kna_‘___“~_____-__
P. 0. Box 2088
Santa Fe, New Mexico 87501
re: Compulsory Pooling case
Dear Joe:

Please set

the enclosed g
May 21, 1989 bef

PPlication for hearing on
ore the Divisi

on's Examiner .

Very truly yours,

W. Thomas Kellahin
encl.

cc: Jack McClellan

James Jennin85—-~CERTIFIED MAIL (Return Receipt Requested) i
Blanco ComPany-—~CERTIFIED MATL (Return Receipt Requested)
mmr
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PS Form 3800, Apr. 1976

P11 7125 045

RECEIPT FOR CERTIFIED MAIL

NO INSURANCE COVERAGE PROVIDED -~
NOT FOR INTERNATIONAL MAIL
SENTTO

{See Reverse)
&)u.gs
Na) °8’ox /180
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POSTAGE s
B CERTIFILO FEE s
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& | ADORESS DF DELIVERY WITH ¢
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POSTMARK OR DATE

PS Form 3800, Apr. 1976

P11 7123044

RECEIPT FOR CERTIFIED MAIL

NO INSURANCE COVERAGE PROVIDED—
NOT FOR INTERNATIONAL MAIL

(See Reverse)
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_//5‘ 5*
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@ SENDER.  Complets ktoms 2, 2,and 3.

Add yow sddsem Is the “RETURN TO” spacs o=
eversa,

Add your address is $ve “RETURN TO™ spece o

q.m Complets Nems 1, 2, end 3,
s s,

1. The {ollowing rervice i requested (check one.)

LA

1. The following servios I requested (check one.)
- R Show 10 whom and date delivered. .e..veee.e ¢
J Show to whom, tats azd sddress of delivary. .o ¢
0) RESTRICTED [ ELIVERY
Show hm“ date W'...D-c....o.—‘
O RESTRICTED DEYrveny,
Show to whom, date, and sddress of Seltvery $____

(CONSULT POSTMASTER FOR FEES)
* *Blanco Compan
P. 0. Box 1150
Roswell, NM 88201

1 ARTICLE DESCRWTION:
REGISTERED NO, CERTIFIED N0, ’ MESURED NQ.,

7129044

{Atways obtain signature of sddressse or ageei)

VYW OB 111633 ANV QRN ‘Q2WTLSIDAY ‘Lot IDIW NMNLIM

£ UNABLE TO DELIVER DECAUSE: - CLERK'S

1

P .

B Show to whom and dats debivered...evevosess @
[J Shew to whom, date and address of delivery...— ¢
[J RESTRICTED DELIVERY

Show to whom and drte deltvered. .o eaccerse——@
{0 RESTRICTED DELIVERY,

Show to wham, date, snd sddrems of delivery S ____

(CONSULT POSTMASTER FOR FEES)

Y alfetlen Lt

2 ARTICLE ADDRESSED TO:

James '[. Jennings
P. 0. Box 1180
Roswell, NM 88201

3. ARTICLE DESCRISTION:
REQISTERED RO, | CERTIFIED NO. HBURED NO.

7129045

{Always obtin signaturs of sddressee or agent}

1 have received the article described sbove.
siouATURE . Oaddnese  OAsthortant agemt

. iﬂ‘uo’r DELIVERY /):'; kgg‘umﬂ'&\
« - i p

8, ADDRESS Compiuts anty ¥ refre

4. UNABLE TO DELIVER SECAUSE:

VW ONIAILEID ONY CTMMNENI ‘GIHILSIDIY "L41303Y NUnNLad -

1089 Z
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STICK POSTAGE STAMPS 10 A
Tt
CERTIFIED MAIL FFE AND CRARGES FO: AEJLYEgngg¥gS gmf&‘cuss e

3 AL SERVICES (s
1 Hyog wany g 2 —
e e lu‘:i 'v‘;cle’:gl nos:malked SHek the gummend I8 Git ine lep Bt
fand 1 leav th teceipt Machen oo KIESENT he articie a1 3 ot o O e e o
O 1Sl ru T s Charge, € 2l a post oftice Service wingow or
. 2. ' yoy go gy Want ths redes,

Side of {he aicle, g, ot POsImarkeg. Stick the

3 YOU want a re1yrn 1008

v D!, wiite Ihe Certiheg-
reter ma! num
permg's c‘g’i Foim 3811 ang Altach it 1g the 1rony of l‘f'\e g;: alnd Y oy and ad
 STEeIwise, afte b back of articie Engy gy

and man 1 articie

Y Means of §
30jacent 1o the A 9ummed
& 1 you wani Gaivery recr e,
Jestrated 10 (he addres
i e A2 ELVERY O % 102020288 o s,
5. Enlerfeesformames PP mera :

feceipt is fequesrqf me‘:k SQUBLIST in ine 4pDIopsiate spaces on |
6. Save this receint ~ra

8R! 378 Dresent  if YOU make inquiry

2GPO: 1979 o . 289-383

STICK PCSTAGE STALPS TO ARTICLE 10 COVER FIRST CLASS POSTAGE,

CERTIFIED MAIL FEE, ANT [ZHARGES FOR ANY SELECTED OPTIONAL SERVICES, {see front)

hand it to your rurattarer. (Ao extra charge)

~

2. 1 you do not want this'riceipt postmarked. stick the gummed stub on the feft portion of the address

side of the article. date Hetach and retain the receipt, and mail the article.

’

3. 41 you want a returp receipt, wrile the certified-mait number and your name and address on a return
Teceipt card, Form 3811 ;'angaznach it to the front of the articie by means o} the gummed ends i spac
L1

permits. Otherwise-atix to
adjacent 1o ihe numbes

4. 1f you want delive ?eStricledJo'lhe addressee. or 10 an authorized agent oi the addressee,
endorse RESTRICLED DELIVERY on the front of the article.

5. Enter tees for the s‘erwces feqb?sled in the appropriate spaces on the front of this receipt, If return
1.

receipt is requesled - check ihe applicabie biocks in ftern 1 of Form 381
B.  Save this receipl and present i it You make inquiry

UNITED STATES POSTAL SERVICE

OFFICIAL BUSINESS PENALTY FOR PPIVATE
T, " TO AVOID PAYRENT
SENDER INSTRUCTIONS -y oid

" + aama, sddress, and Z1P Coda in the space below.
e Complew jwms 1, 2, and 3 on the mverss.
¢ Ansch to front of article if apace parmin,

18, detath and retaim fha mmmqummec SIUD 0n the let portign gf yhe address

dress on g return
7se front of arnicle RETURN NECgE!l’T REDGI;?SS rﬂﬂs)pace

Ihe.2ppiicable biocis yn Hem 1 ot Form g;;'ﬁ"’°‘ this receipt. if return

H you want this récéip! po'stmarked. stick the gummed stub on the lef portion of the address side of
the article, leaving he receipt attached, and present the article at a pos! olfice service window or

ot article. Endorse front of article RETURN RECEIPT REQUEST)

* GPO: 1979 O - 289-363%

o Cators il “eaurs Recait Noquonns”
adjucant to sumbe;.
RETURN -
To W. Thomas Kellahin
Kellahin & Kellahin
(Name of Sender) _
P. O. Box 1769
{Street or P.O. Box)
Santa Fe, NM 87501 .
aﬁ(aty,&ﬂe.mdmcw) ‘

UNITED STATES POSTAL SERVICE
o BURNER PFEMALTY POR PRIVATE
SENDER INSTRUCTIONS V€ O AvOD PATMENT
wnd ZIP Code in the smpace below.
m'?mwm“;m,zmsuum
®  Auach o front of article if space permis,
stherwise offix 10 beck of srticis,
®  Endorm article “Rerurn Racalpt Raquested”
sdjecent te sumber.
RE[I!BN

™ & v. Thomas Kellahin

Kellahin & Kellahin
- - (Naroe of Sender)

P. 0. Box 1769

(Street or P.O. Bx)
Santa Fe, NM 87s

(cty,sm,um%)f .

—— e ——
—
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KELLAMIN and KELLAHIRN
N Attorneys at Laew
500 Don Gaspar Avenue
Post Office Box 1769

~ . Telephone 982-428$
Santa Fe, New Mexico 87591 Area Code $0§

Jason Kellahin
W. Thomas Kellahin

Karen Aubrey

: April 24, 1980

Mr. Joe Ramey

0il Conservation Division
3 P. 0. Box 2088 -
I Santa Fe, New Mexico 87501

re: McClellan 0il Corporation
Dear Joe:
n On April 22, 1980, we filed an application on behalf

= cf McClellan 0il Corporation force pooling the S$/2 of
Section 30, T6S, R26E, N.M.P.M.

Please amend the application to provide for forced
pooling of the mineral interest from 1200 feet below the
surface to the base of the Abo formation. 7

- /

Ve?y/f;uly ngfs,
o/ A o :
/’ ! 1/\r\ /
W. Th mas'Kﬁllahin
WTK : mmxy /
cec: Mr. Jack McClellan

Blanco Company ‘ é
James T. Jennings ‘
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FORCED POOLING
CASE # 6897
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‘ i%f%g McClellan Oil Corporation
: ﬁ L ,

Security Bonk Building —

CASE # 6897
EXHIBIT "A"

March 27, 1980

BEFORE EXAMINER STAMETS
OIL CONSERVATION DIVISION

m;_r{_/g/[mr?x;ffst NO.

cesr . e¥a?
Subimniiied Dy

The Blanco Company

Hearing Date__ X ( né, £O
Post Office Box 1150

Roswell, New Mexico 83201

" Re: Si Sec. 30-T6S-R26E,
' Chaves County, N. M.

Gentlemen:

You were recently furnished a Lease on your 1/12 (8.33%)
interest in the captioned acreage whereby you were to
retain a 3/16 royalty interest for a 6 months Lease, no
bonus consideration. I have, at the present time, ob-

tained 77.08% of these interests on the same basis as
the Lease provided you.

You had indicated in an earlier conversation that you
would probably agree to such a lease or would join in
the drilling of the proposed test as shown on the

attached land plat. An AFE is also attached indicating
your estimated costs of participation.

1 would appreciate your earliest decision as to a farﬁout

~or participating interest in order that we may proceed

with plans to drill the proposed Abo test.

t persona]vregards,

/enclosures’

Drawzr 730 —  505/622 - 3200 — Roswell, New Mexico 8820}



McCleilan Qil Corporation

March 27, 1980

BEFORE EXAMINER STAMETS
OlL CONSERVATION DIVISION

reiioiT o, R

CAST Vs
Mr. James T. Jennings Submitted by
Post Office Box 1180 Hearing Date,
Roswell, New Mexico 88201 ‘_;

~ Re: S% Sec. 30-T6S-R26E,
Chaves County, N. M.

'Dear Jim:

You were recently furnished a Lease on your 1/12 (8.33%)
interest in the captioned acreage whereby you were to
retain a 3/1€ royalty interest for a 6 months Lease, no
bonus consideration. I have, at the present time, ob-
tained 77.08% of these interests on the same basis as
the Iease provided you. :

You had indicated in an eariier conversation that you
would probably agree to such a lease or would join in
the drilling of the proposed test as shown on the
attached lTand plat. An AFE is also attached indicating
your estimated costs of participation.

I would appreciate your eariiest decision as to a farmout
or participating interest in order that we may proceed
with plans to drill the proposed Abo test. ‘

jBest personal regards,

SO CRR0—

. McClellan

/enclosures

Sﬁh 1000 Security Bank Building — Drower 730 — 505/622-3200 -— Roswell, Now Mexico 88201
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OIL & GAS LEABE CiL CONSERVATION Dlerlx;%ﬁ

. : . 20th March 0
THIS AGREEMENT wmnde thin _ VY gwyot . P8 e e ctween L
THE BLANCO COMPANY, a corporation, “**~5""”8”§'N0-‘_~3r

. e Subyiiitagl
\ - A SRR E S Smreay va-

. _, RoswelT; NewHextc—. “f0.
Jﬁuk#ﬁgB“‘a:—_Jnanumg~_____.n -

it Addresa) '

herein called leasor (whether one or micre) and MCCLELLAN OIL CORP.Q.B_ATION P NELL 2 NEN MEXICU ":‘_ \

1. Lessor, in consideration of TEN AND OTHER DOLLARS in hand paid, veceipt of which is here schnowlediced, and of the royaltics herein provited =
of the agreements of the lessee herein coutained, hercby grants, leases and Irts exclusively unto Jessee fur the purpese of investigating, exploving, prospecling, |
drilling, and operating for snd producing oil and gas, Injecting gRas, waters, other fluids, und air into subsurfuce struta, laying pipe lines, storing oil. building
tanks, roadways, telephone lincs, and other structurcy and thinks theieon to pruduce, save, tale care of, ireat, procesy, store and transport smid minerals, the

following dtacribed isnd {n Chaves County, New Mexico, to-wit:

TOWNSHIP 6 SOUTH, RANGE 26 EAST, N. M. P. M.

Section 30: Si

limited to those depths in excess of 1200' below the surface.
For the purposs of ealculating the rents! payments hereinafter provided for, said land is estimated to co

; 326
a8 neres, whether it actually
eomprises more or _ Six T&T Months
2. BSubject to the other provisions herein contained, this lease shall remain in force for & term of Yor3g from this date (called “priinacy term™), and
a8 Jong thereafter 23 oll or gas, i» produced from said land or land with which said land is pooled.

3. The Ities to be pald by lesses are: (a) on oil, and on other liquid hg-droc-rbons saved at the well, 3/16 of ithat produced and saved from said land,
same to be delivered st the wells or to the credit of lessor in the pipe line to which the wells may be connaected; (b) on gas, including casinghead gas and nll gas-
eots substances, produced tg usid lard and sold or used ofs the premises or in the manufacture of gasoline or other Drogl 1 erelrom, the market value at
the mouth of the well of n of the gas 30 30ld or used, provided that on gas sold at the wells the royalty sha!l be / of the amount realized from
such sale; (¢) and at any time when this lease iz not validated by other provisions herrof mnd there is a gas and/or condensate well on said land, or land pooled
tharewith, but gas and/or condensate is not being 20 s0ld or used and such well is shut in, either before or after production therefrom, then on or bdefore 90 days
after said well fa ahut in, and thecealter at annual intervals, lessee may pay or tender an advance annusl shut-in royalty egual to the amount of delay rentsls
provided for in this lease for the acreage then held under this Jease by the party making such payment or tender, and so long as said shut-in roysity is pafd or
tendered this Jease shall not terminate and it will be considered under all clauses hereof thut gas is being produced from the leased premises in paying quantities.
Ench such payment shall be paid or tendered to the party or parties who at the iinie of such payment would be entitled to receive the royalties which would be

2 under this lease If the well were in fact producing, or be paid or tendered to the credit of such party or parties in the depository bank snd in the mannec
reinafter provided for the payment of rentals.

4. 1f operations for drilling are not commenced on said Jand or on Jand pooled therewith on ¢ before one (1) year from this date, this lease shall terminate

- N s to both parties, unless on or before one (1) year from this date lessee shall pay ov tender to the lessor a rental of § . which
shall cover the prkvﬂm of deferring commencement of such operations for & period of twelve (12) months. In like manner and upon like payments cr tenders,
PO Iy, the t of said operations may de further deferred for successive periods of twelve t12) ronths each during the primary term. FPayment

or tender may be wade to the Jessor or to the credit of the lessor in the Bank

at - ~ . whick bank, or any successor thereof, shall
continue to be the agent for the lessor znd lessor’s heirs and assigns. If such bank (or any successor bank) shall fail, liquidate, or be succeeded by another bank,

k
or for any reason shall fall or refuse to accept rental, lessee shall not be held in default until thirty (30) days after lessor shall deliver te lessee 8 recordable
instrument making provision for another acceptable method of payment or tender, and any depository charge is a liability of the lessor, The payment or tender
of rental may be made by check or draft of lessee, mailed or delivered to said bank or lessor, or sny lessor if more than one, on or before the reatal paying
date. Any timely payment or tender of renta! or shut-in royalty which is made in a bona fide attemipt to mske proper payment, but which is erroneoua in
whole or in part a3 to parties, amounts, or depositories shall nevertheless he sulficient to prevent tarmination of this lease in the same manner as thourh =
proper payment had been made; provided, however, lessee shall correct such error within thirty (30) days after lessee has received writ/en notice thereof by
certified mafl from Jessor together with auch instruments £s are necessury to enadble lessee to make proper payment.

B. Lessre fs beredy granted the right and power, from time to time, to pool or combince this lease, the land covered by it or any part or horizon therenf
with any other land, jease, leases, mineral estates or paris thereof for the preduction of oil or gas. Units puoled hereunder shall niot exceed the standard pro-
ration unit fixed by law oc by the New Mexico Qil Conservetion Commission or by other lawful authority for the pootl or area in vhich xaid kund is situated, plus

erance of 207 . Lessce shall file written unit designations in the county ir whiech the premises are located and such units may bLe designated from time to
time and either before or after the completion of wells, Drilling operations on or production from any part of any such unit shall be considered fur all pur-
pooes, except the payment of royalty. ms operatiotis conducted upon or production from the luud deseribad in this Jease. There shall be allocated to the land
covered by this lease included in any such unit that portion of the total preduction of pooled minerals from wells in the unit, after deducting nmny used in lease
or unit operations, which the number of surface accea in the land covered by this lerse included in the unit beurs to the tetal number of surface acres in the
unit. The production so sllocated shall be ¢onsidered for all purposes, including tha payment or delivery of roya’ty, to be the entire production of pooled minerals
frora the portion of said land covered lereby and ircluded in said unit in the snine manner as though produced from said lznd under the terma of thix lease.
Any pooled unit designated by lessee, as provided harein, may be dissolved by lessee by recording an appropriate instrument in the County where the land is sit~
uated at any time after the completion of a dry hole or the cessation of production on said unit. R

6. If prior to the discovery of oil or gas hereunder, lessee should drill and abandon 2 dry hole or holes hercunder, or if after discovery of ofl or gas the
production thereof should cesse for any cause, this lease shall not terminate if lessee commences rewnrking or additivnal drilling operations within 60 days

fier and diligently prosecutes the seme, or (if it be within the primary term} commences or resumes the payment or tender of reninls of commencaes
operations for drilling or reworking on or befoure the rental paying date next ensuing after the expiration of three months {rom date of abandonment of said
dry hole or holes or the cessation of production. If at the expiration of the primary term oil or gas is not being produced but lessee is then engaged in operations
for drilling or reworking of any well, this lease shall remain in force 80 long as such operations are dilizently prosecuted with no cessation of more than 60
. ve days. 1f during the drilling or reworking of any well under this paragraph, lessee lToses or junks the hole or well and after diligent efforts iv good
faith fs unable to complete 3aid operations then within 20 days after the abandonment of said operations lessee may commence ansther well and drill the same
with due diligence. If any drilling, additional drilling, or rewocrkink operations hercunder result in production, then this lesse shall remain §n full force so long
-ibereafter a3 oil or pas is produced hereunder.

. Lessee shall have free use of oil, gas and water from said Iand, except water frora lessor’s wells and tunks, for all operations hereunder, and the royalty
shall be computed after deducting any 5o used. iassee shall have the right at any time during or after the expiration of this lease to remove zll property and
fixtures placed by leisee on said land, including the vright tn draw &nd remove all casing. When required by lessor, lessee will bury all pipe lines on cultivated
Jands below ordinary plow depth, and no well shall be drilied within tvio hundred feet (200 fi.) of sny residence or barn now on said lard without lessor's cone
sent. Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves und inside lights in the principal dwelling
thereon, out of any surplus zas not needed for operations hereunder.

8. The rights of either party hereunder may be assigned in whole or in part and the pro.isivns hercof shall extend to the heirs, executors, administrators,
suceessors and assigns; bat no change or division in the ownership of the land, or in the ownership cf or rizht to receive rentals, royalties or payments, however
sccomplished shall operate to erlarge the obligations or diminish the rights of lessee; and no such change or division shali be binding upon lesser for eny pur-
pose until 30 dxys after lessee has been furnished by certificd mail at 'essee’s principal place of business with acceptable instruments or eertified copies

m thereof constituting the chain of title from the originzl leasor. If any such change in ownership occurs through the death of the owner, lessee may pay or

tender any rentals, royalties or payments to the credit of the deceased or his cstate in the depository bank until such time as lessee has been furnished with
evidence satisfactory to lessee as to the perszons entitled to such sums. In the event of un assivnmeut of this lease as to & segregated portion of said land, the
rentals payable hereuvder shall be apportioned as between the seversl leasehs!d owners ratabiy according to the surface area of each, and difault in rental
payment by one shall not affect the rights of other leasehold ownerz hereunder. An assignment of this lease, in whole or in part, shall, to the extent of such
sssignment, relieve and dischurge lessee of any obligations hereunder, and, if lessee or assisnee of part or parts hercol shall fail or nake default in the payment
of the proportionate part of the rentals due from such lessee or masignee or fail to comply with any other provision of the lease, such defuult shall not affect this
Sesse in so far as it covers s part of said lands upon which lessee or any assignee thercof shall 80 comply or make such payments. Rentals as used in this
paragraph shall also include shut-in royalty. E

8. Shovld lessee be prevented from complying with any express or implied covenaut of this Jease, or from conducting drilling or r~working operations here-
wnder, or {rom produeing oil or gas hereunder by reason of seurcily or inability tu obtain or use vquipment or materisl, or by operation of force majenre, or
by sany Feders] or state law or any order, rule or regulation of governmental #uthority. then while so prevented, lessco’s duty shall Le suspended, and lcscee
.gan not bwe lisble for failure to comply therewith; and this lerse shall be extended whils and so Jons as Jessee is prevented by any such cause from conducting
driiting or revorking operations on or frum producing oil or was hereunder: and the time while lessee is so prevented shall not be counted aguinit lewsee, .
anything in this lense to the contrary notwithstanding. .

10. Leasor hereby warrants and sgrees to defend the title to said Jund, and apgrees that lessee, at its oplion, may discharge any tax, morigaze, or other
NHen upon sald Jand, and ju the event lessee does xo, it shall be subrogatel to such licn with the zight to enforce same and apply ventale and royalties accruing
hereunder toward satisfying same. Without iinpairment of lessec’s rights under the wairanty, if this leuse covers a less Interest in the oi! or gas in all or any
part of said land than the entire »nd undivided fer simple @tute (whether lessor’s interest B hercin specificd or not) then the royalties, shut-in royalty, rental,
snd other payments, if any, aceruing from any part 8+ to which this Tease covers less than such full interest. shall be paid only in the proportion which the
interest therein, if any, covered by this Jems+, bears to the whole and undivided fer simple estite therein. Should any ane or more of the partiee named above as
Jeasors il to execute this lease, ft shall nevertheless be binding npon the party or partiia executing the same.

11. Lessee, ita/his successors, heirs and assigns, shall have the right &t any time to surcender this leuse. in whole or In part, to lessor or his heirs, succes-
sors, and assigns by delivering or malling a release thercof to the lessor, or by plucing a rebeise thereol of record in the county in which anid land & situated:
thereupon lesses shall be relivved from all obligations, expressed or implicd, of this ngrecnment as to ncreaste #9 surrendered, and thervafter the rentals and
shut-Ia royalty payable hercrunder shall be reduced in the proportion that the acrcuve covered hereby is veduced by said rolease or releases. i

Executed the day snd year fimst above written.

ATTEST : | THE BLANCO COMPANY _

BY: ’

. Secretary




STATE OF NEW MEXICO,
County of.

- Tha foregoing instrument was acknowledged before me this

U by

INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

doy of

My Commission expires 19

Notary Public

STATE OF NEW MEXICO,

INDIVIDITAL ACKNOWLEDGMENT (New Mexico Short Form)

STATE OF NEW MEXICO

County of.
The foregoing instrument was acknowledged before me this __ day of.
19 by - -
My Commission expires . 19 Notary Public
STATE OF NEW MEXICO, ve
INDIVIDUAL ACKNOWLEDGMENT (New Mexico Shert Form)
County of
The foragoing f-strument was acknowledged before me this day of
19. by
My Coramission expiresa s 19 . Notary Public
STATE OF ' o
- INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Fo-...
County of ‘.
The foregoing instrument was acknowledged before me this day of .
12 by
My Commission expires__ » 19 Notary Public
° * )
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CORPORATION ACKENOWLEDGMENT (New Mexico Short Form)

County of____CNaves _ ,
The fot'égoilag fnstrument was acknowledged before me this day of March , 19. 80

by ‘ : ; , _Presidant

of _The Blanco Company - N : ' corporation

on behalf of said corporation.

Hy Commission Expires:

Notary Public

STATE OF ’
CORPORATION ACKNOWLEDGMENT (New Mexico Short Form)
County of
The foregoing instrument was acknowledged before me this day of . 19
by , President
& _____ - corporation

of
on behalf of said corporation.

My Commission Expires:

riatary Publie
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— : Producer’s BB—(Producer’s Revised 1265) (New Menxico! Form 342

Printed ond for sole by Hall-Poorbaugh Press, Roswell, *1 M.

OIL & GAS LEASE

THIS AGRFEEMENT ninde this ..Z_Q.Lt._h- dny of | MarCh - 80

USRS £ | .. Y3 TPVP e S
JAMES T. JENNINGS and FRAﬂCES(gFNNINGS, his wife,

- " e e e

A

. _ot __Roswell, New Mexic. °01,
E— (Post Office Address) ‘

berein called lessor (whether one or more) and MCCLELLAN OIL CORPORATIONJ DRAHER 730) ROSNELL_! NEH MEXICO____B,&*‘ .

1. Lessor, in coasideration of TEN AND OTIHER DOLLARS in hand pald, rezcipt of which Is here acknowledged, and of the royalties herei et mpt
of the ngrefm:-nu of the lessee herein contained, hereby xrants, Jeases and lets exclusively unto leaser for the purpose of |m-p,ﬁ,:nﬁ":"- nv,::f,‘,r;":‘::;'utd::h
drilling. and operating for and producing oil and gas, injecting gas, waters, other fluids, and ale into subsurface stratn, Iaying pipe lines, storing oil, building
tanks, roadways, telephone lines, and other structurcs ard things thereon to produce, save, take care of, tecat, process, store and transport said minerals, tie

Chaves

following dducrited Iand in e e e o CORIRLY, New Moxiot, tauwit:

TOWNSHIP 6 SOUFH, RANGE 26 EAST, N. M. ?. M.

Section 30: S3

limited to those depths in excess of 1200' below the surface.

For the purpose of calculating the rental payments hereinafter provided for, said land is estimatsd to i} 3 0 ncres, whether it actually
comprises more or Jess. S . n [
2. Subject to the other provisions herein contained, this lease shall remain In force for a term ofd 1 X (2606 from this date (alled “primary term™), and

23 long thereafter a» oil or gas, s produced from said land or iand with which said land is pooled.

8. The royalties to be paid by Jesiee are: (a) on oil, and on other liquid hydrocarbons saved at the well, 3(16 of that produced snd aaved from said land,
same to be delivered at the wells or to the credit of lessor in the pipe line to whic.a the wells may be connected; {b} on gas, including casinghesud gas and llllxns-
eous substances, produced { Tg Jand and s0ld or used off the premises or in the manufacture of gasoline or other progu erefrom, the market value at
the mouth of the well of 3/ of the gas 30 s0ld or used, provided that on gas sold at the welis the royalty shall be éi of the amount realized from
such sale: (€} and at sny time when this lease is not validated by other provisions herenf and there is x gas and/or condensate well on said land, or land pocled
ith, but gas and/or condensate is not beinx so sold or used and such well is shut in, either defore or after production therefrom, then on or befure 90 days

after said well is shut in, and thereaflter at annual intervals, lessee may pry or tender an advance annual shut-in royalty equal to the amount of delay rentals
provided for in this lease for the scresye then held under this lease by the party making such payment or tender, and so long 8s said shut-in royalty is paid or
tendered this lease shall not terminate and it will be considered under all clauses hereof that gas is being produced from the leased premises in puying quantities.
Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to receive the royalti» which would be
2 under this lJease {f the well wery in fact producing, or be paid or tendered to the credit of such party or parties in the depository bank snd in the manner

after provided for the payment of rentals

4. 13f operations for drilling are not commenced on ¢aid land or on land pooled therewith on or beforc one (1) year from this date, *his lease shall terminate
! “s to both parties, unless on or before one (1) year from this date lessee shall pay or tender to the lessor m rental of § 320‘00 which

shall cover the privilege of deferring commencement of such optvations for a period of twelve (12) months. In Jike manner and uvon like payments or tenders,
Ry, the ent of said operations may be further deferred for successive perinds of twelve (12) months each during the primary term. Fayment

et

1 . or tender may be made to the lessor or to the credit of the lessor in the — Bank

& ;
: at - . which bank, ¢r any successor thereof, shall f
econtinue to be the sgent for the lessor and lessor's heirs and assigns. If auch bank {or any suceessor bank) shall fail, liquidate, or be succecded by another bank, -

or for any reason shall fail or refuse to accept rental, lessee shall not be held in default until thirty (30) days aller lessor shall deliver to lessee & recordalile
fnstrument making provision for another acceptuble method of payment or tender, wnd any depository charge is a liability of the lessor. The: payment or tender ;
of rental may be made by check or draft of lessee, mailed or delivcred to raid bank or lessor, or any lessor if more than one, on or belore the rents! paying

date. Any timely psyment or tender of rental or shutl-in royalty whizh iz made in a bona fide attempt to make proper payment, but which is erroneous iu

whole or in part as to parties, amounts, or depositories shall nevertheless be sufficient to prevent termination of this lease in the same manner as though =

aroper payment had been made; provided, however, lessee shall correct such error within thirty (30) days after lessce has received writlen notice thereof by

certified mail from lessor together with such instruments as are necessary to enable lessee to make proper payment.

8. Lessee fo bereby granted the right and power, from time to time. to pool or combine this lease, the land covered by it or any part or horizon thereof
with any other land, leace, leases,. mineral estotes or parts thureot for the preduction of oil or gas. Units pooled hereunder shall not exceed the standard pro-
ration unit fixed by law cr by thé New Mexico Oil Conservation Commissioi: or by other lawful authority for the pool or area in which seid land is situated, plus
a tolerance of 1074 . Lessee shall file written unit designations in the eounty in which the premises are Jocated and such units may be designated frum tine to
) time and either before or after the completion of wells. Drilling operatiuvns on or production from any part of any such unit shall be considered for ali pur-
a poses, except the payment of royalty, as operations conductad upor or produsticnn from the land doseribed in this Jense. There shall be allocated to the Japd
covered by this lease included in any such unit that portion of the toinl pioduction of pocled minerals from wells in the unit, after deducting any used in lease
ot unit operations, which the number of surface acres in the Jand covered by this lease included in the unit bears to the total number of surface mcres In the
unit. The production so allocated shull be considered for all purposes, including the payment er delivery of royalty, to be the entive production of pooled niineorals
from the portion of said land covered hereby and included in suid unit in the same nianner_as though produced from said land under the ftcrma of this lease.
Any pooled unit designated by lessee, as provided hérein, may be dissolved by lessee by recording an approypriate instrument in the County whrere the land fs sit-
usted at any time salter the completion of & dry hole or the ecssation of production on said unit.

8. If prior to the discovery of oil or gos hercunder, jessee should drill and abandon 2 dry hole or holes hereunder, or if after discovery of oi! or gas the
production thereof should cease for any cause, this lease shall not terminaie it lessee commences reworking or additional drilling operations within, 60 days

fter and diligently prosecutes the same, sr (if it be within the primary term) commences ot resumes the paymeat or tender of rentnls or commences
operations for drilling or reworking on or before the rental paying date next ensuing afier the expiration of three months from date of abandonment of said
dry hole or holes or the coszation of production. If «t the expirstion of the primary term oil or gas is nct being produced but lessce is then engaged in operations
for drilling or reworking of any well, this lease shall remain in foree so long as such operations sve diligently prosecuted with no ecsantion of more than 60
eonsecutive days, If during the drilling or reworkingz of any well under this paragraph, lessee loses or junks the hole or well and after diligent efforts in good
faith is unable to complete said cperations then within $0 days after the abandonment of said operations lessee may cummence another well and drill the sume '
with due ditigence. I{ any drilling, additional dritiing, or rewnrking operations hercunder result in production, then this lease shall remain in fu'l force so long
thereafter as oil or gas is produced hereunder,

7. Lassee shall have free use of oil, gas and water from said land, except water from lessor’s wells and tanks, for all operations hercunder, and the royalty
R shal! be computed after deducting any 80 used, Lessee shall have the right at eny time dvring or after the expiration of this lease to remove !l property and
B . fixtures pisced by lessee on said land, including the right to draw and remove all casing. When required Ly lessor, lessce will Lury all pipe lines on cultivated
. Iands beiow ordinary plow depth, and no we!l shall be drilled within two hundred feet (200 ft.) of any residence or barn now on 83id laud without lessor's con-

: sent. Leseor shall have the privilege, at his risk and expense, of using gas from ary gas well on said land for stoves and inside lights in the principal dwelling
thereon. out of any rurplus gas not needed for operations heceunder.

(R Ot

B i . 8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereaf shail extend to the heirs, exccutors, administrators,
1 successors and assigns; but no change or division in the ownership of the land, or in the ownership of or right te receive rentals, royalties or payments, however
i accomplished stall operate to enlarge the obligations or diminish the rights of lestce; and no such change or division shall be binding upon lessee for any pur-

until 30 days sfter Jessee has becn furnished by certified mail at lessee’s principal place of business with acceptable instruments or certificd copies
%{ constituting the chain of title from the original lessor. If sny such change in ownership occurs through the death of the owner, lessee may pay or
der any rentals, royalties or payments to the eredit of the deceased or his eatate in the depository bank unti! such time as lessee has been furnizshed with
- idence satisfactory to lessee as to the persons euntitled to such sums. In the event of an assignment of this lease ar to a segregated portion of sald jand, tha
) tals payable hercunder shall be apportioned s between the severat leasehold owners ratably according to the surface srea of each, and default in rental
yment by one shall not affect the rights of other Jeasehold owners hereunder. An assignment of this Jease, in whole or in part, shall, to the extent of such
assignment, relieve and dischurge lessee of any obligations hereunder, and, if lessee or assignee of part or parts hereof shall fail or make default in the poyment
of the proportionate prrt of the rentals due from such lessee or assignee or fail to comply with any other provision of the lease, such defuult shall not aficct thia
) Jease in 30 far as it covers a part of said lands upon which lessce or any assignee thereof shall so0 comply or make such payments. Kentals as uvsed in this
paragraph shall alio include shut-in royalty.

9. Should Jesser be prevenied from complying with sny express or implied covenant-of this lease, or froms corducting drilling or reworking operatinng here-
wnder, or from producing oil or gas hereunder by reasun of scarcity or inability to obtain or use equipment or iiaterial, or by operation of force majeure, or

:v“"lny Federal or state Jaw or any order, rulc or regulation of governmental authority, then while so prevented, lessee’s duty shall Le suspendal. and Imssee
L il not be linble for failure to comply therewith ; and this lease shall be extended while and so long as lessee is ) revented by any such cause fromm conducting
drilling or reworking operations on or from producing oil or gas hercunder; and the time while lessee is 8o presented shall not be eounted npuminst jesare,
snything in this Jesse to the contrary notwithstanding.

10. Lessor horeby warrants and agrees to delend the title to sald Jand, and asgrees that lessee, at fts option, may discharge any tax, mortiage, or nther
liem opon said land, and in the event kesure does so, it shall Le subrugated to such Jien with the right to enforce same and apply rentals and royaliivs mecruing
bereunder toward sstisfying same. Without Impairment of leesee’s rights under the warranty, if this lease covers a less interest in the oil or gas in all or arsy
part of said land than the entire and undivided fce simple cetate (whether lewsor's interest is hercin specified or not) then the royaltiea, shut-in roymlty, rental
and other payments, ! any, sceruing from any part as to which this lease covers less than such full interest. shall be paid orly in the proportion which fie
fnterest therein, If any, covered by this lease, bears to the whole and undivided fee simple estute therein. Should any une or more of the partien named above as
bessors fail to execute this lease, it shall nevertheless be dinding upon the parly or parties executing the same.

213. Lewses, #ta/his successors, heirs and assixns. shall have the right at any time to surrender this lease, in whole or in part. to lcssor or his heirs, surccs.
sors, and sesigns 1 delivering or malling & relens= thereof to the lmsor, or by placing & relrase thereof of record in the county in which rald land is xitaated :
thereupon lewa.: shab be relieved from all oblizations, expressed or jmpli-d. of this sxgreement as 1o nereage Ro surrcndered, and thereafter the rentals snd
shut-in voyalty payable hercunder shall he teducsl in the proportion that the azreage covered hereby is reduced by said relense or relemaes.

Executed the day and year first above written.

Frances Jennings James T, Jennings : I




STATE OF NEW MEXICO,
County of Chaves

" The fuoegoing instrument was acknowiedged before me this
19..8“.00 by

INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

day of March ’

JAMES T. JENNINGS and FRANCES JENNINGS, his wife.

19

. My Commission expires

Notary Public

STATE OF NEW MEXICO,
County of

] 19 by

INDIVIDUAL ACKNOWLEDGHYENT (New Mexico Short Form)

The foregoing instrument was acknowledged before me this .

day of

STATE OF NEW MEXICO

My Commission expirea —y 19, Notary Public
STATE OF NEW MEXICO, )
. INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)
County of , _ . .
The foregoing instrument was acknowledged before me this day of.
19 by
L‘>
‘ - My Commission expires . 19 Notary Public
-
STATE OF ) : ™
INDIVIDUAL ACKNOWLEDGMENT (Mew Mexico Short Foz;
County of it
The foregoing instrument was acknowledged before me this day of
19 by
My Commission expires , 19 Notary Public
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CORPORATION ACKNOWLEDGMENT (New Mexicc Short Form)

County of. _ i . i

The foregoing instrument was acknowledged before me this day of v , 19 -
by . . President
of : a : : corporation
on behalf of said corporation.
My Commission Expires: Notary Public
STATE OF . ’

CORPORATION ACKNOWLEDGMENT (New Mexico Short Form}

County of -

The foregoing instrument was acknowledged before me this day of » 19
by R i President
of a corporation
on behalf of said corporation.
My Commission Expires: Notary Public
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Box 848

Roswell, New Mexice 88201

To:

Authority For

Purpose:__Dril] New Well

McClellan Oil Corporation
Suite 1000 Security Bank Building

Objective Depth _4300

Formaticn_Abo__

Date: March 26,1980 _ AFENo.__1 =

Anticipated Commencement Dat

Type Well: ___Gas

e_AuguS.t_.L._lﬂaD_
Spacing__ 320

Expenditure
Leasc: __ilohnson No.[ee
Field: __Wildcat

County: Chaves

State; _New Mexico

Location: _660Q' FSL & 660' FWL weliNo.__1
Section _30____Township_6-S _ Range__ 26-F

INTANGIBLES TANGIBLES
Amount Amount
Item Dry Hole Producer . Item Dry Hole Producer

Surveying $ 500 )% 500} casing (Size, Amt., Price) b $
Buiid Location & Roads 7,000 1,007 surt. _
Drilling_4300 ft.@$_13.00 h6,000¢ 56,009 interm. 8-5/8"-1300-4$9.45 12,30 12,300
DayWork___2 days@ $ 3h00 3,500} - 5,200} prod. 4%-4300-%4.32 18,600
Completion 1) __ days@$ _H50 6,500 Tubing (Size, Amt., Price)
Muds & Chemicals 10,000 10,0001 . 2-3/8"-4300'-$2.75 11.900
Etectric logging 13,000 13,000 Rods (Size, Amt., Price)
Dril} Stem Tests No:
Acid 15010 Gails 3,000} bown Hole Pump
Fracturing 17 ,800Gais_20,000 1bs. 15,00 Type: Size:
Perforating & Logging - 3,500 Froat & Other Equipment
Coring ft. Surface
Geol. & Geophy. Expense Intermediate 350 350
Well Supervision - Production 500
Administrative Overhead 3,000 3,000 Pumping Unit
Engr. & Geol. Services 2,500 3,50 Engine
Cement Services Elec. Motor & Panel

Surface. 8x Flowlines & Connections _: 350 1,000

Intarm. 350 8x 3,500 3,504 storage Tanks, Stairs, Wiks. )

Prod. _ 300 sx 3,500 No. Size
Plugging—Clean-up 5,000 2.,0040| separatar: Size: 2,500
Surface Damage 1,000 1, Heater Treater:  Size:
Contract tabor 500 1,500} weilhead Ecuipment 6,000
Trucking 500 1,50 Valves & Fitlings 42,000
Equipment Rental 7,00 l| Packers In contingencies
Wa'er 8,000 _10,00% Meters
Environmental impact Electrical Systems
Legal Fees Injection Equipment
Contingencies 4,000 9,000} Lease Acquisition _
Taxes. % 6 ,000 9 ,500 - N
SUBTOTAL INTANGIBLES $124,000 |$175,000) suB TOTAL TANGIBLES 1s 13,000 s 55,000

TOTAL'ESTIMATED DRY HOLE cosT §_ 137,000

blvision of Interest %

Amount
Dry Hole Producer

TOTAL ESTIMATED COST OF PRODUCTING WELL
Gas or Flowing $ 230,000
Pumping $
Approved by Date
Operator
Approved and i -
Acceptedby ___ Dale

Non-Opsraior

JOTAL
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Case # 6897

Exhibit vgv

Chaves County,
' ALL FEE LEASES

New

Mexico

S/2 Section 30, Township 6 South, Range 26 East, N.M.P.M.

Limited to these depths in excess of 1200' below the surface

Date of Lease

Oﬁners Not Agreeing To Join

-James T. Jennings

© P.0. Box 1180
N.M.

_ Roswell,

88201

The Blanco Company
P.0. Box 1150 .
Roswell, N.M. 88201

Fee. Lease

ree Lease

H

Leased to MOC-.

Formations Anticipated to Produce

‘f ‘ Lease Owner Interest Status of Lease Date of Lease Expiration Rzzi?lzg
Jﬂhﬁﬁsn Prbpérties g .25 Leased to MOC _Maréh 14, 1980 Sept. 14, 1980 .1875
May Kehrer (Vic;on J. Kehrer, Jdr.) .125 “ = Feb. 25, 1980 Aug.‘zs, 1980‘ .1875
Géneva B. Qirdher .0833 " f March 7, 1980 Sépt. 7, 1980 .1875
Neicia Mounsey .25 " " Feb.}22, 1980  Aug. 22, 1380  .1875
Cloyd A, rong .6625 " " March 12, 1980 Sept. 12, 1980 .1875
Marion or M{lton Engelbrecht .0625 " : March 14, 1980 ‘Sept. 14, 1980 .1875
The Blanco Company .08334 Unleased

, James 'l‘.“Jenn"i}ngs .08333  Unleased MJM& 5/?\ 3&030
1,000 8408

Included In this Case

Abo

SRR L s
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Antlcipated Commencemen' Date_Augus_t_l_.__lSBD_

Suite 1000 Security Bank Buiiding
Box 848 o
Roswell, New Mexico 88201

Il

McC!ellan Oil Corporation

Case # 6897
Exhihit "n"

F::{Z.’?’..‘»:"F EXAMINER STAMET
Gil CONSERVATION DIVIS’O J

; e txHmBITNO, 7

CJ”"‘{:‘!"—: :\”’,\
Authonty For Expendiguré. > i1 - b
eri ¢ Date,
To: Lease: Johnqnn No.fee
Purpose:__Drill HNew Hell Field: __Wildcat

Obiéctive Dept!i. _4300 ____ Formation_Aba

Date: _May 20, 1980 ;___AFE No._1 _ |

County: Chaves
State: _New Mexico
Location: _1980' FSI & 660°' FWL WeliNo._ 1

TypeWell: _Gas Spacing__160_.__ Section _3Q0___Township_6-S Range.__26-F
INTANGIBLES TANGIBLES
Amount “ » Amount
Itemn .- Dry Hole Producer liem Dry Hole Producer
Surveying : s KOG LS 50 casing (Size, Amt., Price) $ $
Bulld Location & Roads 7,000 1,004 surt.
Driling_4300 . es_17.00C 73,600, - 73,000, interm. 8-6/8"-1300-$9.45 | 12,300 12,300
DayWork__ 2 days@$ 3500 3,500 5,200 prod. 4%5-4300-%$4.32 18,600
Comptetion 10___days@$ _650 6,500 Tubing (Size, Amt., Price)
. Muds & Chemicals 10,000] . 10,6001 2-3/8"- 4300 -$2.75 11,900
" Electric logging 13,000 13,000 Rods {Siza, Amt., Price)
Drill Stem Tests No:
Acid 1500 Gals : 3,000 Down Hole Pump
Fracturing 11.50.&3!&_20..000_]!3 15,00 Type: Size:
Perforating & Logging ___ = 3,5000 Fioat & Other Equipment
Coring _ ft. Surface -
Geol. & Geophy. Expense -
Well Supearvision
‘Administrative Overhead
Engr. & Geol. Services
Cement Services
‘ Surface _____.___-Sx .
interm. ___350 __sx

.Prod. 300 _sx

: PIuggmg—-Clean—up
. Surface Damage

Contract Labor
Tracking
Equipment

JERIENE - = e SR

iy ) adation i o
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MOC

. . Case # 6897
C McClellan Oil Corporation | Exhibit "D"
. . — i Foiopong e
> Suite 1000 Security Bank Building s 9331%%%“’3 3 ;
" 3 SRR J;.;‘ { ’SI A
Box 848 :
Roswell, New Mexico 88201 © e o2
1 ™
t e e e o
Authority For Expendi’ure “ i
. ; T T
To: tease: _lohnson No.fee
Purpose:_Drill New HWell Fleld: __Wildcat
Ob}echve Depth _Aiﬂﬁ__. Formation_Abo County: Chaves
Date: _May 20, 1980 AFENo.__1 ____ [State: _New Mexico
Anticipated Commencement Date__August 1. 1980 |tocation: 1980 FSL & 660' FWL _WeliNo.__1
Type Well: ___Gas Spacing__16Q0____|Section __30 __Township_6-S ___Range.__ 26-F
INTANGIBLES TANGIBLES
Amount Amount
ttem - Dry Hote Producer item Dry Hole Producer
Surveying ] B00|S _50{ casing (Size, Amt., Price) $ $
Build Location & Roads 2.00G 7,004 surt.
Driting_ 43000 it @s_17.0 73,000, - 73,000, interm. " 12,300 12,300
DayWork___27 __days@$ 3500 3,500 5,200 Prod. 43' 4300-%4. 32 18,600
Completion 10 __days@$ _650 6,500 Tubing (Size, Amt., Price)
_ Muds & Chemicals 10,000] . 10,000 2-3/8"-4300"- $2 75 11,900
" Electric fogging 13,0600 13,000 pods (Size, Amt., Price}
Ori!l Stem Tests No:
Acid 1500 Gals 3,000} pown Mole Pump .
 Fracturing ]l.ﬂﬂmm\_m..ﬂﬂﬁ_lbs 15,00 Type: Size:
Pesforating & Logging ___= 3,500 Ficat & Other Equipment
Coring . ft. Surtace = .
Geol. & Geophy. Expense intermediate 350 350
Weil Supervision Production 500
Administrative Overhead 3,000 3,004/ Pumping Unit
Engr. & Geol. Services 2,500 3,60 Engine
Cement Services Elec. Motor & Panef :
Surface_ _$X . Flowlines & Connections 35 1,000
tnterm. __350 sX 3,500 3,500} storage Tanks, Stairs, Wiks.
. Prod. __300___sx 3,500 No Size
. Plugging—Clean-up 5,000 Separator: Size: 2,500
. Surface Damage 1,000 Heater Treater:  Size:
Contract Labor _500] Wellhead Equipment £,000
Trucking 500 Valves & Fittings 2.,000
Equipment Rental packers _In_caontingencies
Water _8.000] 10 000 Meters
Environmental Impact Efectrical Systems
Legal Fees __ tnjection Equipment
- Contingencies 4,000 9,000 Lease Acquisition
Yaxes % 6,750} 10,250
SUBTOTAL INTANGIBLES [$141.,700 {$192,400; SUB TOTAL TANGIBLES s 13,000 5 55,000
TaL ESTIMATED DRY HOLECOST § 154,700 IDivision of Interast % Dry Hole |_Producer
: ESTIMA'-TED ZOST OF PRODUCING WELL \
Gas o1 Flowing $ . 247 s400
Pumping $
Approved by Date
Operator
Approved and
Accepted by Date
Non-Operaior
TOTAL




KELLAHIN and KELLAHIN

Attorney; at Law

Juson Kellahin 500 Don Gaspar Avenue
W, Thomas Kellshin Post Office Box 1769
Karen Aubrey Santa Fe, New Mexico 87501 Telephone 932-4215

A__. M 8. sas
SMICE LUUE V)

April 22, 1980

Mr. Joe Ramey

0il Conservation Division .
P. 0. Box 2088

Santa Fe, New Mexico 87501

re: Compulsory Pooling Case

Dear Joe:

Please set the enclosed application for hearing on
May 21, 1980 before the Division's Examiner.

Very truly yours,

W. Thomas Kellahin

encl.
ce: Jack MeClellan

James Jennings ---CERTIFIED MAIL (Return Receipt Requested)

Blanco Company ---CERTIFIED MAIL (Return Receipt Requested)
WTK : mmr
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PS Form 1800, Apr. 1976

Hl?i”“OdS

RECEIPT FOR CERTIFIED MAIL

N0 INSURANCE COVERAGE PROVIDED —
NOT FOR INTERNATIONAL MATL

{See Reverse)

2 STAYE AND nP m

 PosTAGE s
CERTIFIED FEE .
.
E SPECIAL DELIVERY ¢
§ RESTRICTEDDEUVERY | ¢]
. SHOW TO WHOM AND
g B § | oaTe oeLveReo s
- “~©
= | & | %[ snow Townom DaTE,
wlY A0 ADDRESS OF ¢
£z g DELIVERY
; 3 i SHOW TO WHOM AND DATE
£|% DELIVEREQ WATH RESTRKCTE e
2 = | oeCveR
8 g s»mmmou DATE AND
& | ADORESS OF DELIVERY WITH .
RESTRICTED DELIVERY
TOTAL POSTAGE AND FEES s I {5
POSTMARK DR GATE

et

S~ el

Pil 71239044

RECEIPT FOR CERTIFIED MAIL

NO INSURANCE COVERAGE PROVIDED—
NOT FOR INTERNATIONAL MAIL
(See Reverse)

s

P, STATE ANQ ZIP CODE
3320/
$

SENT

 STREET

LEQMY7bn

POSYAGE
CERTIFIED FEE ¢

SPECIAL DELIVERY ¢
RESTRICTED DELIVERY L

SHOW TG WHOM AND ¢
OATE DELIVERED

SHOW TO WHOM, DATE,
AND ADDRESS OF L
DELIVERY

SHOW TO WHOM AND DATE
DELIVERED WiTH RESTRICTE(X ¢
DELIVERY

SHOW TO WHOM, DATE AND
ADDRESS OF DELIVERY WITH 12

RESTRICTED DELIVERY
1.5

OPTIOMAL SERVICES

CONSULT POSTMASTER FOR FEES
AETURN RECEIPT SERVICE

TOTAL POSTAGE AND FEES
POSTMARK OR DATE

PS Form 3800, Apr. 1976
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Complete 3.
¥ € - - - , ?{.mu r-m:';:‘ “RETURN YO space en -
| : | 3 s 5
@ RNDER: " Comnpiew v 1 i ‘ ; L. The following service is requested (chack oon.) g
s 6 T :
\ t N m oo
: k. The £ Mgnnbhnqumd(d-«km) 3 0O ¥ DELIVERY '§
. ~ SHowtowhmlid ddhml............._.e 'ﬁm MM LL LY D S, >
gSho- towhan,dnumd:ddmof"lfmy...._t S ?;:}m;dl;vnﬂ’kY ™ ¢ Y0 Mivnisoq 2
. O RBT"'EDD:“{‘:’ERY Fs Show to whom, dats, 14 address of delivery.§___ __Qg’( s $24 ouvaovisod vaon | o gﬁj
Show to whom te dolhez-ed............*c ‘ b ANIAII GILRY 1S & -
: O resTrucTED DELIVERY, ‘ < ] HLM AHIATTI 40 S5O0V ’
:  Show 10 whom, date, and sddeem of detvery 5 fs (CONSULT POSTMAST=R FOR FicS) A Mm:mg g
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L
STiCK POSTAGE STAMPS T

CERTIEY 0 ARTICLE 70 Cov '
“ 3¢] M-m FEF. AN_D'(_:HARGES FOR ANY SELECTES stﬁ&%ﬁgg;ggg“
' Mya;uﬂ :fem ‘xems. recent pasimarked . shick the qumimed siub on th A
N cle, aVIRg the teceipl atlached and nrpcen the oo ' ¢ €N cort
. TG your rurd carrier. {no exira cha;g}f T atepost ot
- 1 you do not wanl his resent | .
. hyou Pt postmarked. stick ihe » l
3 My of the article, cate, gelach and retain the (ece.mg:m"s t'rl:g :g'::'l): e goron o the agovess ’
< T YOU wan! a retun ieoeipt wrn;Ihe i . '
revoist oo ok .  centitied -mail number an
permg's. Otm:?e 32'3' f,K , ;nwaclh it to the fron! of the anmledbm:?:I?$ addwress anos 1
Sjacent o e v .53 o aticle. Endorse front of article RETURN RECEIPT REO?gSS;IED
i you want delwécyns;m-r
10 the addressee cri
endorse RESTRIC{E'D DELIVERY on the front o,.z:retg:iré,:ulhurrzed agentoline addressae.
Enter fees or the.Servic

: es requested in the a i

receipt is requesleg‘ check the a Ppropriaie spaces on the tront of thi ,

R [ . applicable blocks in Jtem of this receipt. If return,
Save this receipt ks tem 1 of Form 381+,

418 presen! it  you make nquiry ‘

© GPO : 1979 O - 28¢-363

1. (see front)

1on of the address sige o1 '
Ice Service window or

STICK POSTAGE STAMPS TO ARTICLE Y0 COVER FIRST CLASS PCSTAGE,
4 CERTIFIED MAIL FEE, AND CHARGES FOR ANY SELECTED OPTIONAL SERVICES. (s3¢ lront)

1 you want this receipt postmarked, stick the gummed stub on the left portion of the address side of

the article, Jeaving the recaipt zttached, and present the article at a post office service window of
hand it to your rusahcarte. {o-exira charge)

i you 00 not want th!s' receipt posimarked, stick the gummed stub on the leht portion of the address
side of the article, . date -d¢tach and retain the receipt. and mail the article.

41 you wan! a return receipt, w"rné the certitied-mail number and your name and adgress an 2 return
receipt card, Form 3811 and gtach 4 10 the 110Nt ot INe ariCie DY 1wedns Ui iike yurinirsd Sids i 5338
permits. Otherwise atix 10 back of articie. Endorse front of article RETURN RECE!PT REQUESTED
adjacent fo the numbes.

4. 1t you want deli

/Tecricted o the addressee. o to an authorized agen! of the addressee,
end._rse RESTRICLED DELIVERY on the front of the article.

5. Enter faes for the services requ¥sted in the appropriate spaces on the front ¢! this receipt. If return
receipl is requested, check e applicable biocks in item 1 of Form 3811,
6. Save this receipt and present it if you make ingquiry. & GPO : 1979 O - 289-363
]

1
P ‘ o ‘.
. 1
. UNITED STATES POSTAL SERVICE

OF FICIAL BUSINESS

o TO AVOID PAYMENT
— SENDER INSTRUCTIUNS ust 4

sddres, snd ZIP Code i the space below.

' m':‘mmhml.z.ﬂsnhm

. Awufmdmlmm
stherwiss Mfix 18 eriicle.

- amm'ﬂmﬂmaw
adjacent t numbes.

RETURN :
7o ‘ W. Thomas Kellahin

1ahin & Kellahin
Rel (Name of Sender) -

P. 0 Box 1769

s Fe, NM 87501
anta W.&ﬁe,ﬂﬂmw)

URITED STATES POSTAL SERVICE
OFFICIAL BUSINESS

SENDER INSTRUCTIONS . usE TO MO P

Print your nene, addrass, snd ZIP Code is the 1pecs below.

o Complam lums 1,2, nd 3 00 the reverin. <

o  Attach {3 front of arUCE N Py puiees,
etherwiss offix to back of aricla.

o Endorm wikle “Return Recaip? Raquested™

# W. Thomas Kéllahin
Kellahin & Kellahin
: ~(arme of Sender)

; - P. O. Box 1769
(Street ox P.O. Bax)

Santa Fe, NM 87503
Gy, Stafs, 30 Z2P CodX) -

. JU———
e ——i e o A e B

= i —
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KELLAIMIN and KELLAMIN
' Altorneys al Law

$00 Don Gaspar Avenue

Kellak;
Jason Kellahin Post Qffice Box 176%

W. Thomas Kelizshin Telepbone 982-4238

Karen Aubrey Santa Fe, New Mexico 87501 Azea Code 508

April 24, 1980

Mr. Jo2 Ramey

0il Conservation Division
P. 0. Box 2088

Santa Fe, New Mexico 87501

re: McClelian Oil Corporation ' ‘ ;

Dear Joe:

S e s

On April 22, 1980, we filed an application on behalf
of McClellan 0il Corporation force pooling the S/2 of |
Section 30, T6S, R26E, N.M.P.M. : o

Please amend the application to provide for forced
pooling of the mineral interest from 1200 feet below the
surface to the base of the Abo formagiOn. 7

- 4
Verv-trulvw [
er Lruly urs ) 5 E
' . . 1
w. ,Thm Kellahin i
/ = ‘

WTK : mmr ;
cc: Mr. Jack McClellan '
Blanco Company

James T. Jennings

e e vl e SN SRR
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McCLELLAN OIL CORPORATION

FORCED POOLING
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CASE # 6897
EXHIBIT "A"

March 27, 1920

can g

The Blanco COmpany
Post Office Box 1150
Roswel}, New Mexico 88201
" Re: S§ Sec. 30-T6S-R26E,
Chaves County, N. M.

Gentlemen:

L STur bR ARl A ok T

You were recent]y furnished a Lease on your 1/12 (8. 33%)
interest in the captioned acreage whereby you were to
retain a2 3716 royalty interest for a 6 months Lease, nn
" bonus consideration. I have, at the present time, ob-
tained 77.08% of these interests on the same basis as
~ the“lLease provided you.

You had indicated in an earlier conversatijon that you :
would probably agree to such a lease or would join in {
the drilling of the proposed test as shown on the ;
attached land piat. An AFE is also attached indicating

your estimated costs - of participation.

‘1 would appreciate your earliest decision as to a farﬁout
or participating interest in order that we may proceed
with plans to drill the proposed Abo test.

¢t personal regards,

49 Qilie —~ D 0N

¢ FV\

. Mcc1e11an-
dent

/enclosures

Suite 1000 Security Bonk Building -— Drower 730 — 505/622-3200 — Roswel!, New Mexico 88201}




McClellan Oil Corporation

March 27, 1980

Mr. James T. Jennings
Post Office Box 1180
Roswell, New Mexico 88201

* Re: S# Sec. 30-T6S-R26E,
Chaves County, M. M.

Dear Jim:

You were recently furnished a Lease on your 1/12 (8 33%)
interest in the captioned acreage whereby you were to
retain a 3/16 royalty 1nterest €or a 6 months Lease, no
bonus consideration. I kave, at the present time, ob-
tained 77.08% of these 1nterests on the same basis as
the Lease provided you.

© b NI PRI Pt R

You had indicated in an earlier conversation that you
would probably agree to such a lease or would join in
the drilling of the proposed test as shown on the
attached land plat. An AFE is also attached lndﬁcat1ng
your estimated costs of participation.

I would appreciate your earliest decision as to a farmout

or participating interest in order that we may proceed
with plans to drill the proposod Abo test.

- Best personal regards, i

/enclosures

Suite 1000 Security Bank Building — Drower 730 — 505/622-3200 -—— Roswell, New Mexico 88201

L iem gk -
s e e 24
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7 er’s 88— (Producer’s Revised 1965) (New Mexica) Form 342 Printed ond for sole by Holl.Poorbough Press, Roswell, N. M.
OIL & GAS LEASE
THIS AGREEMENT ;llldv this ZOth day of March 19 -, between . _______. -

THE BLANCO COMPANY, a corporation,

«__Roswell, New Mexicu "2
(Poat Office Address)
beeen xted twsr fenether oneor morey ang MCCLELLAN OTL CORPORATION, DRAMER 730, ROSWELL, HEW MEXICO &

1. Lessor, in consideration of TEN AND OTHER DOL.LARS in hard pald, receipt of which in here acknowlediced, and of the royalties herein provided a
of the agreecients of the lessre herein contained, hervby grants, leases and lets exclusively unto lessee for the purpose of investigating, exploring. prospectin, .
drilting, nnd operating for and producing oil and gus, injecting gas, waters, other fluids, and air into subaurfuce atrata, lavinie pipe lines, ntoring oil, heibling
tanks, roadwaye, telephone lines, and other structurey and thinks thereon to prod.ice, save, trhe care of, treat, prucexs, store and tranaport said minersls, the

following dtecribed land in Chaves County, New Mexico, to-wit:

TOWNSHIP 6 SOUTH, RANGE 26 EAST, N. .M. P. M.
Section 30: S3 '

limited to those depths in excess of 1200' below the surface.

FT.“ the vurpc-ul ealculsting the rental payments hereinafter provided for, said land is estimated to eum(gwr 0% 3
compr more or . ) 2

2. Subject to the other provisions hereln contained, this leaze shz!' remain in force for a term oIS1X Xoang from this date (called “primary term™), and
a8 Jong thereafter as oil or gas, Is produced from said land oc land with which said land is pooled.

3. The nfnltis to be paid by Jessee sre: (a) on oil, and on other liquid hydrocarbons saved at the well, 3/16 of that produced and saved from said iand,
same 30 be delivered at the wells or to the credit of lessor in the pipe line to which the wells may be connected ; (b) on gas, including easinghend gas and all gas-
sous sudstances, produced f tsld land and sold or used off the premises or in the manufacture of gazoline or other p -16nr¢!aom. the market value at
ﬂa‘.moqth ?l‘the ;te!l of ’n . of ‘tlha‘:n L sold or \ned.‘ provided that on gas solé at l:ul Lwells the royalty shall be I of the amount realized from
sveh oniss {2} mnd 2t 2np thme whon shils lemeo Lo omot T2MAnicd U7 Shic piovial natasl and thert & on gzt Snd/sr Sundiusale well vn BRiG IBOG, Ut twud pUoiie
therewith, dut gas and/or condensate i3 not being 50 s0ld or used and such well shut in, either before or after production therefrom, then on or before 95' days
sfter said well is shut in, and thereafler at annual intervals, lessee may pay or tender an advance snnual shut-in royalty equal to the amount of delay rentals
provided for in this lease for the acreage then held under this jease by the party making such psyment or tender, and so long sa said shut-in royalty Is paid or
tendered this Jease shall not terminate and it will be considered under all clauses hereof that gas is being produced from the leased premises in paying quantities.
Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to rcceive the royalties which would be
pald under this lease if the welt were in fact producirg, or be paid or tendered to the ¢redit of such party or parties in the depository bank snd in the manner
sereinafter provided for the payment of rentals.

4. If operstions for drilling are not commenced un said land or on land pooled therewith on or before one (1) year from this date, this lease shall terminate

- 320.00

as to both parties, unless on or before one (1) year from this date lessee shall pay or tender ¢o the lessor s rental of § which
shall s~over the privilege of deferring commencement of such operations for a period of twelve (12) months. In like manner and upon like payments or tenders,
iy, the t of said operations may be further deferred for successive periods of twelve (12) months ezch during the primary term. Payment

acres, whether It actually

or tender may be mmde to the lesser er to the credit of the lessor in the i Bank

at . » which bank, or any successor thereof, shall
continue to be the agent for the lessor and lessor’s heirs and assigns. If such bank (or any successor bank) shall fail, liquidate, or be succeeded by another bank,

or for any reason shall fall or refuse to accept rental, leasee shall not be held in default until thirty (30) days after lessor shall deliver to lessee a recordable
fnstrument making provision for another meceptable method of payment or tender, and any depository charge is a lability of the lessor. The payment or tender
«f rental may be made by check or draft of lessce, mailed or delivered to said bank or lessor, or any lessor if more than one, on or before the reitsl paying
date. Any timely payment or tender of rental or shut-in royalty which is made in a bdona fide attempt to make grover payment, but which is errone=ous in
whole or in part as to parties, amounts, or depositories shall nevertheless he sulficient to prevent termination of this lease in the same manner as though a
proper payment had been made; provided, however, lessee shall correct such error within thirty (80) days after lessee has reccived written notice thereof by
CECR G EIIL ANUm STEsIE MWKELIEE whh BUCh ORI KEICHLS B3 RIC HECCYABEY W ENADIC JEEIRT 1G MIGhT ViGpEs payincin.

S. Lessee 5 hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or auy part ev horizon thereof
with any other land, ., Jenses, mineral estates or paris thercofl for the production of oil or gas. Unity puoled hereunder shall not excced ihe standard pro-
ration wnit fixed By Jaw oc bx_-the New Mexico Qil Conservetion Commission or by other lawful authority for the pool or area in which said land is situated, plus
a tolerance of 10%;. Lessee shall file written unit designations in the county irn which the premises are located and such units may be designated from time to
tine and either before or after the completion of wells. Drilling operations un or production from any part of any such unit shall be considered fur all pur-
poses, except the payment of royalty, as operations conducted upon or production from the land descrihad in this Jease. There shall be allocated to the land
covered by this lease included in any such unit that portion of the total production of pooled minerals fromm wells in the unit, after deducting any used in lease
or wnit operations, which the number of surface acves in the land covered by this lesse included in the uvnit bears to the total number of surface acres in the
unft. The production so sllocated shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled minerals
from the portion of said iand covered hereby and inciuded in raid unit in the scine manner =s though produced from safid land under the terms of this lease.
Any pooled unit designuted by lessee, as provided herein, may be dissolved by leasee by recording an appropriate instrument in the Counly where the !and Is sit-
uated at any time after the completion of a dry hole or the cessation of production va szid unit. K .

8. 1f prior to the discovery of oil or gas hereunder, lesswee should drill and abandon a dry hole or holes hereunder, or if after discovery of oil or gas the
production thereof should cease for any cause, this lease shall nct terminate {f lcssee commences reworking or additionul drilling operations within 60 days
thereafter and diligently prosecutes the same, or (if it be within the primary term) commences or resumes the payment or tender of rentals or commences
operations for drilling or reworking on or before the rental paying dnte next ensuing sfter the expiration ¢f three pionths from date of abandonment of said v
dry hole or holes or the cessation of production. If at the expiration of the primary term oil or gas is not being produced but lessee is then engaged in operations
for drilling or reworking of sny well, this lease shall remain in force a0 long as such operations are diligently prosecated with no cessation of more than 60
consecutive days. 1f during the drilling or rewocrking of any well under this paraxraph, lessee loses or junks the hole or well and after diligent efforts in good
fuith {a unable to comylete sald operations then within 30 days =fter the abandonment of said operations lessee may commence another well and drill the same
with due diligence. If any drilling, additional drilling, or reworking operations hereunder result in production, then this lease ahall remain in full force so Jong
-thereafter £3 oil or gas is produced hereunder.

7. Lessee shall have free use of ofl, gas and water from said land, except water frorm lessor’s wells and tanks, for all nperations hereunder, and the royslty
shali be compuled after deducting any 20 used, Lessee shall have the right at any time during or &fter the expiration of this lease to remove zll property and
fixtures placed by Jessee on snid land, including the right to draw and remove al! casing. When required by lessor, lessee will bury all pipe lines on eultivated
lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200 fi.1 of any residence or barr now on said land without iescor’s con.
sent. Lesaor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling
thereon, out of any surplus gas not needed for operations hereunder.

8. The rights of either party hereunder may be mssigned in whole or in part and the provisions hereof shall ext>nd to the helrs, executors, administratars,
suceessors and assigns; but mo change or division in the ownership of the land, or in the ownership of or right to recelve rentals, royaities or payments, however
accomplishe? shall operate to enlarge the obligations or diminish the rights of lessee: and ro such chauge or division shall be binding upon for any pur-
pose until 30 days after lessee has been furnished by certificd mail at lessee’s principal place of business with acceptable instruments or eertified copies

constituting the chain of title from the original leasor. If any such chanke in ownership occurs thioush the death of the owner, Jessee may pay or

3 tender any rentals, royalties or payments to the rredic of the deceased or his estate in the depository bank until such time as lessee has been furnished with

evidence astisfactory to lessee as tc the persons entitled to such sums. In the event of an assignment of this lease as to & segregated portion of gaid land, the

rentals paysble hereunder shall be apportioned as between the several lcasehold owners ratably according to the surface area oi zach, and default in rental

payment by one shall not affect the rights of other leasehold owners hereunder. An assignment of this lezse, in whole or in part, shall, to the extent of such

assignment, relieve and discharge lessee of £ny obligstions hereunder, and, if lessee or ussixnee of purt ur parts hereol shall fail or make default in the payment

of the proportionate part of the rentals duc from such lessee > assignee or fail to comply with any other provision of the lease, such default ahall not affect this

lesse in 30 far as it covers a part of said lunds upon which lessee or any ssusignee thoreof shall so comply or make such payments. Rcntals as used in this
paragraph shall also include shut-in royalty.

9. Should lessee be prevented from ecomplying with any express or implied covenant of this lease, or frori conducting drillinw or reworking operations here-
under, or from producing oil or gas hereunder by resson of scxrcity or inablility to obtain or use equipment or materisl, or by operation of force majeure, or

any Federal or state law or any order, rule or regulation of goveramental suthority, them while a0 prevented, lessee’s duty shulli be suspended, and icsee
shall pot be lisble for failure to comply therewith: and this leese shall be extended while and so long as lessee is prevented by any such cavse fra conducting
drilling or reworking operations on or frum producing oil ¢r gas hereunder; and the time while lessee is 30 prevented shall not be ecounted against lessee,
anything in this lease to the roatirary notwithstanding. .

10. Lessor heveby warranta and sgrees to defend the title to said Jund, and aprees that lessee, rit its option, may discharge sny tax, mortgsge, or other
lien upon said lanJd, and in the event lessee does 30, it shall be subrogated to such lien with the right to enforce same and apply rentals and royulties aceruing
hereunder toward satisfying same. Without impairment of lesace’s rights under the warranty, if this lease covers a less interest in the of! or gas in ail or an
part of said land than the entire and undivided fec simple estute (whether lessur’s interest is herein specificd or not) then the royalties, shut-in royalty, rental,

other Dayments, if any, aceruing from any part ss to which this Jesse covers less than such {ull intercst, shall be paid only in the proportion which the
interest thevein, if any, covered by this leuse, bears to the whole and undivided fes simple estute therein, Should any one or more of the parties named above as
Jessors fail to execute this lease, it shall neverthelvas be binding upon the party or partics executing the same,

11. Lessee, its/his successors, heirs and assigny, shall bave the right at any time to surrender this lease, in whole or in part, to lessor or his heirs, sucers-
sove, =2nd arslens by delivering or malling = rolazzs thepen? ¢ the Xmaor, ar Ly placing = releize theroal of rocord §n the Zoundy in which saic jand is situsted :

pon: lewsew snhall be relicved from sll obligstions, expressed or implicd. of this axreement as to mcreage so surrendered, and thervafier the runtals ard
shut-in royalty payable hereunder shall be reduced in the proportion that the acrcage covered hereby is reduced by said rolease or relvases.

Executed the day and year first above written,

ATTEST: THE BLANCO COMPANY
BY: ‘

Secretary




-8TATE OF NEW MEXICO,
: INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

County of.
.+ The foregoing instrument was acknowledged before me this . day of
1 14 by

My Commission expires 19 Notary Pubdlic

STATE OF NEW MEXICO,
INBIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

County of .
The foregoing instrument was acknowledged before me this’ day of ,
19. by
£ My Commission expires - , 19 Notary Public

STATE OF NEW MEXICO, .o
INDIVIDUAL ACKNOWLEDGDMENT (New Mexico Short Form)

3 Cournty of
: = The foregoing instrument was acknowledged before me this : day of. ,
¢~ 19 by
- . |
) My Commission expires — , 19 . Notary Public -
STATE GF ) - _
INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)
County of. : ;
. The foregoing instruinent was acknowledged before me this day of .
19 by
My Commission expires . , 19 Notary Public
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STATE OF NEW MEXICO ' L '
Ch CORPORATION ACKNOWLEDGMENT (New Mexico Short Form) :
County of aves . . ) . 1
N . . . e ]
The foregoing instrument was acknowledged before me this— day of March , 19 80
E
by - e s - . - Procident '
. The Blanco Company N corporation
on behalf of said corporation. j
My Commission Expires: —— - - Notary Public }I
— |
STATE OF : 1
CORPORATION ACKNOWLEDGMENT (New Mexico Short Form) i
County of @
The foregoing instrument was acknowledged before me this day of ____ . : » 19 :
1
by . — President !

a. .. - . corporation

of
on behalf of said corporation.

» . = My Commiasion Expires: o A-r ) ] Notary Prbtie J
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OIL & GAS LEASE

THIS AGHEEMENT made this _ 20N 40y o March

JAMES T. JENNINGS and FRANCES JENNINGS, his wife,
il

Frinted and for sole by Hall-Poorbough Press, Roswell, | M.

- 19 &0 + between

(Post Office Address)

hevein called lessor (whether one or more) and JICCLELLAN OTL CORPORATION, DRAWER 730, ROSWELL, NEY MEXICO 83..

L. Lcssor, in consideration of TEN AND OTHER DOLLARS in band paid, reccipt of which in here acknowledyed, and of the ruyaltics herein provided wr .-
of the ngreements of the lessee herein contained, heredy mrants, lenses and lets exclusively unto leasee for the purpme of investigating, exploving, prospecting
drilling. and operating for and producing oil aad gas, injecting =i, waters, other fiuids, and air inlo subsurface ateata, Inying pipe lines, storing il building
tanks, roadways, telephone lines, and other structurcs and things thereon to produce. save, take care of, truat, prucess, store and trunsport sald minerals, (he

following dwacribed land in - Chaves County, New Mexico, to-wit:

TOWNSHIP 6 SOUTH, RANGE 26 EAST, N. M. P. M.

Section 30: Sk

limited to those depths in excess of 1200' below the surface.

For the purpase of caleulating the rental payments hereinafter provided for, sxid land is estimated to ¢ is 3%0 . . !
comprises more or less. T‘B L m—t  — aeres, whether it actually

2. Sudject to the other provisions herein contained, this lense shall remain in force for a term o(s., X ()0 from this date (catled “pri A
as long thereafter as of! or gas, s produced from said land or Inand with which said land is pooled. 3 16 m this e { primary term”), and
. 3. The royaltiea to be paid by Jessee are: (a) on oil, and on other liquld hydrocarbons saved at the well, / of that produced and saved I id d
same to be delivered at the wells or to the credit of lessor in the pipe line to which the wells may be connected; {b) on gas, including casit:nghn‘d ;.':":nfs".n'::.:

the mouth of the well of of the zas 30 s0ld or used, provided that on gas 3old at the wclis the royalty shall be of the amount renlized from
such aale: (¢} and at any time when this lease Is not validated by other provisions heren! and there Is 2 gas and/or condensate well on said Jand, or land povied

ewith, but gas and/oc condensate is not being 30 sold or used and such well is shut in, either before or ufter production therefrom, then on or before 90 days
after said well i» shut in, and thereafter at mnnuzal intsrvals, lessce may pay or tender an advance annual shut-in voyalty equal to the amount of delay rentals
provided for in this lease for the acreage then held under thia lease by the party making such payment or tender, and so long as said shut-in royalty is paid or
tendered this lease shall not terminate and it will be considered under all clauses hereof that gas is being produced from the leased premises in paying quantities.
Each such payment shall be paid or tendered to the party or partics who st the time of such payment would be euntiticd to reccive the royaities which would be
::ld under this lease if the well were in fact producing, or be paid or tendered to the credit of such party or parties in the depository bank and in the manner

rejiaalier provided for the payment of rentals. .

4. 1f operations for drilling are not commenced on gaid land or on land pooled therewith on or before one {1) year from this date, this Jease shall terminate

5 g ranm e

sous substances, produced fr?:/rg land and sold or used off the premises or in the manufacture of gascline or other p"gZi shtrch‘vm. the market value at

P X

ok

.

to both parties, unless on or before one (1) year from this date lessee shall pay o tender to the lessor a rental of § 320'00 which
all cover the privilege of deferring commencement of such opzrativns for a period of twelve (12) months. In like manner and upon like payments or tenders,
anually, the commencement of said operations may be further deferred for successive periods of twelve (12) months each during the primary term. Payment

or tender may be made to the lessor or to th: credit of the lessor in the Bank

at ~— , which bank, or any succesapr thereof, shall
continue to be the agent for the lessor and Jessor's heirs and assigns. If such bank (or any successor bank) shall fail, liquidate, or be lucyceeded bgr-notrhm‘ b‘nnak,

or for any reason shall fail or refuie to aceepl rental, lessee thall not be held in default until thirty (30) days alier lesscr shall deliver $o lessee & recordable
instrument making provision for another acceptable method of payment or tender, und any dejository charge is & liability of the Jessor, The payment or tender
of rental may be made by check or draft of lessee, mailed or delivered to raid bank or lrssor, or any lessor if more than one, on or before the renta! paying
date. Any timely payment or tender of rental or shut-in royalty whizh is made ia & Lena [ide attempt to make proper payment, but which {s ertoneous iu
whole or in part as 2o parties, amounts, or depositories shall nevertheless Le sufficient to prevent termination of this lease in the same munner as th~ ' a
proper payment hud been made; provided, howcver, lcrsee shall correct such error within thivty 130) days alter lesser has received writtea rotice thuico! by
certified mail from lessor together with such instruments ss are nocessary to enable lestee to make proper pnyment.

5. Lessee §s hereby granted the right and power, from time to time, to ool or combine this lease, the laud covered Dy it or any part or horizon thereuf
with any other land, lease. Jeases, mineral estztes or parts thereof for the production of oil or gas. Units pooled hereunder shall not exceed the standard pro-
ration unit fixed by law or by thé New Mexico il Conservation Comniission or by other tawful authority for the pool or area in which said land s situated, plus
a tolernnce of 10¢%. Leasee shall file written unit designations in the couaty in which the premises a2 Jocated and such units may be designated from time to
time and either before or after the completion of wells. Drilling operatiuns on or production from any part of any suck unit shall be considcred for sll pu--
poses, except the payment of royalty, as operations conductad updn or preduction from the land described in this Jease. There shall be allocated to the Jand
covered by thiz lease included in any such unit that portion of the toinl production of pooled minerals from wells in the unit, after deducting any used in leaze
or unit operations, which the number of surface acres in the land covered by this lease included in the unit beara to the total number of surface scres in the
unit. The production so allocaied shail be considered for all purposes, including the payment or delivery of royalty, to be the entite production of no' ' minerals
from tke on of said land coverad hereby und included $n suid unit in the same manner as though produced from said land under the te'r U f this lease.
Any pooled unit designated by lessee, as provided hérein, may be dissnlved by fessee by recording na sppropriate instcument in the County wheiv the land fx sit-
usted at any time after the completion of a dry hole or the cessation of preduction on said unit.

8. If prior to the discovery of oil or gas hercunder, leasee should deill enl abandon a dry hole or holes hereunder, or if after discovery of oil or gas the
production thereof should ceasc for any cacse, this lease shall not terminaie if lessee commences reworking or additional drilling operati . : within, 60 days

reafteir and dilixently prosecutes the sames, or (if it be within the primary term) commences or resumes the payment o- tender of rentnls or commences
operations for drilling or roworking on or before the rental paying date next en-uing after the expiration of three months from dute of abandonment of sxid
dry hole or hotes or the cessation of production. If st the expiration of the primary term oil or gas is not being produced but les:ve is then engaged in oparations.
o, for driliing or reworking of eny well, this lease shall remain in force so long as such operations are diligently prosecuted with no cesaution of more than €0
comsecutive days. If duripg the drilling or reworking of any well under this paragraph, lessee loses or junks the hole or well and after diligent efforts in good
faith is unable to complete said operstions then within 30 days after the ahandonment of said operations lessee may commence another well and drill the same
with due diligence. M any drilling, additional drilling, or rewnrking operations hercunder result in production, then this lease shall remain in full force so long
-thereafter &3 oil or gas §s pruduced hereunder.

7. Lessce shall have free use of oil, gas and water from said land, except water from lessor’s wells and tanks. for all operations hereunder, and the royalty
shall be computed after deducting any 80 used. Lessee shall have tt~ -ight at eny time during or after the expiration of this lease to remove £ll pruperty and
fixtures placed by Jessee on said land, including the right to dr- . remove all casing. When 1equired by lessor, lessce will Lury all pipe lines on cultivated
lands below ordinary plow depth, and no well shall be drilled . .ibun two hundred feet (200 fr.) of any residence or barn now on said land without lessor’s con-
sent. Lessor shall have the privilege, at his risk and expense, of using gas from any gas well on said land for stoves znd inside lights fn the principal dwelling
thervon, out of sny surplus gas not needed {ur operations hereunder.

8. The rights of either party hereundcr may be assigned in whole or in part and the provisions hereof shall extend to the heirs, exceutors, administrators,
successirs and assigns; but no change or division in the ownership of the land, or in tre ownership of or right to receive rentals, royalties or payments, however
sccomplishedd shall operate to enlarge the obligutions or diminish the rights of lessee: and no such chang: or division shall be binding upon lessce for any pur-
pose untl] 3D days after Jessee has been furnished by certificd mail at lessee’s principal place «f business with acceplable instruments or certified copies

eof constituting the chain of title from the original lessor. If any such chunge in owncrship occurs through the death of the owner, lessee may pay or

der any rentals, royalties or payments to the credit of the deceased or his estate in the depository bank until such time as lessee has been furnithed with

idence satisfactory to lessee as to the persons entitled to such sums. In the event of an assignment of this Jease as to 2 segrepated portion of said land, the
rentals payable hereunder shall be apporticned as between the several leasehold owners ratably according to the surface area of each, and default in rental
payment by ore shall not sffect the rights of other leasehold owners hereunder. An assignment of this leasze, in whole or in part, shall, to the extent of such
assignment, relieve and discharge lessee of any obligations hereunder, and, if lessee or assignee of part or parts hercof shall fail or make default in the payment
of the proportionate part of the rentals due from such lestee or essignee or fail to comply with any other provision of the lease, such defuult shuli not aficet this
Jeaze in 80 fur A3 it covers & part of said lands upon which lessce or any assiguee thereof shall s5 comply or make such payments. Rentals ps used in this
paragraph shall abio include shut-in royalty.

8. Should lessee be prevented from complying with sny express or implied covenant-of this lease, or from conducting drilling or reworking operatiuns heree
. pnder, or from producing oil or xas hereunder by reason of scureity or inability to obtain or use equipment or material, or by operation of force mujoure. ur

) any Fcderal or state law or any order, vule or regulation of governmenta! nuthority. then while so prevented, lessoc’s duty shal be suspendid, and jessee
: 1 not be liable for failure to comply therewith: and this lease shall be extended while und so long as lessec is prevented by any such cause from conducting
% drilling or reworkig operations on or from producing ol or gas hereunder; and the time while lessee is 30 prevented shall not be counted agninst leasse
: anything in thix lesse to the eontrary notwithstanding. '
i 10. Lessor hercby warrants snd agrees to defend the title to said land, and sgrees that lessee, at its option, may discharge any tax, mortiage, or sther
§ lien upon said Jund, and in the event j:sace does s0, it shall Le subrogated to such lien with the right to enfarce same and apply rentils gnd royaltivs aeciuing
14
i

e il R -

Ay

hercunder toward satisfying same. Without impairment of lessee's rights under the warranty, if this lease covers a Jess interest in the oif or gas in z=ll or onyv
pert of sald land than the entire and wndivided fee simple cstate (whether lesscr's interest is herein specified or not) then the royalties, shut-in repulty, rental
snd other payments, Il any, accruing from any part as to which this lease covers less than such full interest, shull be puid only in the proportion whick the
interest therein, if eny, covered by this lease, beara to the whole and undivided fee simple estute therein. Should auy one or more of the partics named above a3
lessurs fai} to execute this lease, it sball nevertheless be binding upon the party or parties executing the same.

11, Lewser, itsa/his successors, heirs and assixns, shall have the right at any time to surrender this lease, in whole or in part, to leusor or his heirs, rueces-
sors, and axsigns by delivering or mailing 2 release thereof to the lewsor, or by plucing a release thereof of record in the eounty in which said land is situated:
thereupon lesace shall be velicvad frosu all oblizatiuns, expressed or implied, of this sgreement as o rcreage so surrcrdored, and therealter the reontxts nnd
shut-in rvyalty paynble hercunder shall he reiduced, in the proportion that the mcereage covered hereby is reduced by said release or rel

it

[ERTEN

Fxecuted the'day and yesr first above written.

FFances Jennings James T. JEnnings , e
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STATE OF NEW MEXICO,

Co . Chaves . INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)
unty o L

" The foregoing instrument was acknowledged before me this - day 4ol March ‘
19.80 _ ,, _ JAMES T. JENNINGS and FRANCES JENNINGS, his wife. N

. My Commission expires_ 19 Notary Public

STATE OF NEW MEXICO,
INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

County of. .

F The foregoing Instrument was acknowledged before me this . : day of - —

' 19 by :

3 My Commission expires. , 19. Notary Public |
STATE OF NEW MEXICO, : )

1 - : INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)

' County of : : : S

& The foregoing instrument was acknowledged before me this . day of

19 by '

4

My Commission expires ' , 19 Notary Public
STATE OF . o
INDIVIDUAL ACKNOWLEDGMENT {(New Mexico Short For
County of .
The foregoing instrument was scknowledged before me this day of -
19. by
Ky Commicsion expires. . , 19 - ' Notary Public
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STATE OF NEW MEXICO i .
CORPORATION ACKNOWLEDGMENT (New Mexico Short Form) :
County of . » L ¢ 1
Tine foregoing instrument was acknowledged before me this —— day of S [ I ‘ j
. ]
by. N — s - President :
of : S ' a corporation j
on behalf of said corporation. , ;
My Commission Expires: . o .. Notary Public %
STATE OF |
CORPORATION ACKNOWLEDGMENT (New Mexico Short Form) |
County of : . . i
The foregoing instrument was acknowledged before me this day of : , 19 i
by , President 3
of a corporation !
on behalf of said corporation. q
My Commission Expires: ’ T Notary Public |

t
ddan ..
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C McClellan Oil Corporation

- Suite 1000 Security Bank Building
[}
- Box 848
Roswell, New Mexico 88201
Authority For Expenditure
To: e Lease: __Jahnson No.Fee
f Purpcse:__Dril]l New Well Field: __Wildcat
3 { Objective Depth _4300 Formation_Abn _ _{County: Chaves ’
| Date: March 26, 1980 . AFENo.__1 _ _ |State: _New Mexico
’ Anticipated Commencement Date__August 1, 1980 |Location: _660' FSL & 660' FWL WellNo.__1
i Type Well: ___Gas Spacing___320  |Section _30 __ Township_6-S  Range__ 26-F
INTANGI!BLES TANGIBLES
Amount Amount
ltem Dry Hole Producer . Item Dry Hole Producer
Surveying $ ___500!% 500 Casing(Size, Amt., Price) $ s
Build Location & Roads 7,000 1,004 surt. _
Driking_4300 . @$_13.00 56,000] 56,000) interm. 8-5/8"-1300-$9.45% 12,308 12,300
Daywork __2Z___ days@ $ 3500 3,500} - 8,20() Prod. 4%-4300-%4.22 - 18,600
Completion 10 ___ days@ $ _A50 6.,500] Tubing (Size, Amt., Price)
Muds & Chemicals 10,000 10,00Q . 2-3/8"-4300'-$2.75 11,900 :
Electric logging 13,000} 13,0C0 Rods (Size, Amt., Price) :
Drilt Stem Tests No: —
Aci¢ 1500 Gals 3,004 pown Hole Pump ;
Fracturing 17 ,500Gais_ 20,000 ibs. 15,00 Type:___ Size: é ‘
Perforating & Logging __— 3,500! Float & Other Equipment
Coring ft. Surface :
Geoi. & Geophy. Expense Intermediate 35 350
Well Supervision Production ' 500
Administrative Overhead 3,000 3,000} Pumping Unit
Engr. & Geol. Services 2,500 3,50 Engine
‘Cement Services . Elec. Motor & Panel i
Suriace. 83X ) Flowlines & Connections _- : 35 1,000
interm. ___350 __sx 3,500 3,500} storage Tanks, Stairs, Wiks. ' .
Prod. 300 sx 3,504 No. - Size i
Plugging—Clean-up 5,000 . Separator: Size: 2,500 ’
Surface Damage 1,000 1,000 Heater Treater:  Size:
Coniract Labor _ — 500! Welihead Equipment ___ N ;
Trucking 500 1,5 Valves & Fittings 2,000 ;
Equipment Rentat ___ - 7,000] Packers _In contingencies !
Water 8,000 10,009 Meters : :
Environmental impact Eiectrical Systems —
Legal Fees Injection Equipment i
Contingencies 4,000 9,000 Lease Acquisition
Taxes % 6,000 9,500 3
SUBTOTAL INTANGIBLES $124,000 [5175,000 sus TOTAL TANGIBLES s 13,000 § 55,000
TOTAL'ESTIMATED DRY HOLE COST § __137 s 000 bivision of interest % Dry Hole Producer
TOTAL ESTIMATED COST OF PRODUCING WELL
Gas or Flowing s 230,000
Pumping $
Approved by Date . -
Operator
Approved and
Accepted by Date
Non-Operaior 1
TJOTAL
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Case # 6897

Exhibit ngw

S/2 Section 30, Township 6 South, Range 26 East, N.M.P.M.
Limited to these depths in excess of 1200' below the surface
Chaves County, New Mexico

ALL FEE LEASES

Date of Lease

_ . Royalty
__Lease Owner Interest Status of Lease Date of Lease Expiration Retained

Johnson Prbpérties f_‘ : ' .25 Leased to ‘MOC .Maréh 14, 1980 Sept,.14, 1980 .1875
May Kehfer (Victor J. Kehrer, Jdr.) .125 " - Feb. 25, 1980 Aug; 25, 1980‘ .1875
Geneva B. Gardner - L.oss3 March 7, 1980  Sept. 7, 1380  .1875 -

-‘Neicia Mounsey .25 4 " i Feb. 22, 1980 Aug. 22, 1980  {1875
Cloyd A. rong .0625 . " March 12, 1380 Sept. 12, 1980 .1875
Marion or Milton Engelbrécht  .0625 ! ) " March 14, 1980 ‘Sept. 14, 1980 .1875
The Blanco Company | E .08334 Unleased R '

. James T.“Jenh1ngs .08333  Unleased

- o I.OOOZ Leased to MOC-.8408

Owners Not Agreeing To Join -

James T. Jennings

" P.0. Box 1130 . Fee Lease

 Roswell, H.M. 88201 |
The Blanco Company |
P.0. Box 1150 Fee.lLease

Roswell. N.M. 88201

Formations Anticipated to Produce

Included In this Case

Abo
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. Case # 6897
Rﬂc McClellan Oil Corporation Exhibit "D
1nid = Suite 1000 Securily Bank Building
qd — Box 848
o Roswell, New Mexico 88201
Authority For Expenditure
To! Lease. __ Johnson NO.Iep
Purpose:__'Jrill New Well Field: __Wildcat

Objective Depth _4300 ’.

Date:

Anticipa!ed CommenCEment Date_AuguS.t_l....lS&O_ Location:

TypeWell: ___Gas

Formation_Aba___ ICounty: Chaves

_May 20, 1980 ;;_*AFE No.__1 . |State: _Mew Mexico

1980"' FSL & 660' FWL WellNo._l__.___
Spacing__J.GO___ Section _3(1____Townsh|p_6__3__._ﬂange_2§_£__

INTANGIRI

NTANGIRI ES TANGIRLES |
i
Amount Amount
Item - Dry Hole Producer item Diy Hole Producer
" surveying S &500js SO0 casing (Size, Amt., Price) s s
Build Location & Roads 7,000 7.,.004; surt.
Driling._4300 __ . @ s_17.00...___._23,ﬁﬂ0.__13 000 Interm. - 12,300 12,300
DayWork 2 days@$ 3500 3,500 200 prod. 4-4300-$4.32 18,600
© Completion10___ days@$ _650 6, Tubing (Size, Amt., Price) :
" Muds & Chemicals 10,000 . 10,000 2-3/8" -4300'-$2.75 11,900
" Blectric logging 13,000] 13,000 Rods (size, Amt., Price) : : :
DrillStem Tests  No: l %
Acie 1800 Gats : 3, 000% pown Hole Pump :
o Fncuwingll.iﬂﬂsals__zn,nﬂﬂ_rbs 15,00 Type: Size: '
. Perforating 8. Logging i 3, Fioat & Other Equipment
Coring i it Surtace .
Gool. & Geophy. Expense Iptermediate - 350
. Well Supervision y

" . Administrative Overhead

Gl e | el

T
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CASE # 6897

McClellan Oil Corporation EXHIBIT "A"

March 27, 1980

The Blanco COﬁpany
Post Office Box 1150
Roswel], New Mexico 88201

) Re:

Gentlemen:

You were recentiy Turnished a iLease on your i/12 (8.33%)
interest in the captioned acreage whereby you were to
retain a 3/16 royalty interest for a 6 months lLease, no

- bonus consideration. I have, at the present time, ob-

tained 77.08% of these interests on the same basis as
the Lease provided you.

You had indicated in an earlier conversation that you
would probably agree to such a lease or would join in
the drilling of the proposed test as shown on the
attached tand plat. An AFE is also attached indicating
your estimated costs of participation.

'I would appreciate your earliest decision as to a farmout

or participating interest in order that we may proceed
with plans to drill the proposed Abo test.

Begt personal regards,
. Ws Q0.

/enclosures’

Suite 1000 Security Bank Building — Draower 730 — 505/622-3200 -— Roswell, New Mexico 88201

T ———— ¢ et 2 94

P
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McClellan Oil Corporation

March 27, 1980

Mr. James T. Jennings

c, Post Office Box 1180
M - Roswell, New Mexico 88201
. ' _ > Re: S Sec. 30-TES-R2sE,
| ' ‘ Chaves County, N. M.

Dear Jim:

You were recently furnished a Lease on your 1/12 (8.33%)
Interest 15 the taptioned acreage whereby you were tg
retain a 3/16 royalty interest for a 6 months Lease, no
bonus consideration. I have, at the present time, ob-
tained 77.08% of these interests on the game basis as
the Lease provided you. -

13
- ————— e

()

You had indicated in an earlier conversation that you
would probably agree to such a lease or would join in
the drilling of the Proposed test as shown on the

attached land plat. An AFE is also attached indicating
your estimated costs of participation.

or participating interest in ord
with plans to drilil the proposed Apo test.

:Best personal regards,

S a0,

Jack . McClellan
Pre ent ‘

/enclosures

o~ ’ \
H _.\/. .

— Roswell, New Mexico 88201

! ‘Suite 1000 Security Bonk Building — Drawer 730 — 505/622 - 3200

PO TR
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Produter’s 88—1{Producer’s Revised 1965) (New Mexico) Form 342 Printed ond for sale by Holl-Poorbough Press, Roswell, N. M.

OIL & GAS LEASE
March 80

THIS AGREEMENT mude this ._ggﬁh. day of 19 7, between

THE BLANCO COMPANY, a corporation,

. Roswell, New Mexicu 720
(Post Ottice Addresa) ’ -

i cened oo tubether one or morey ang MCCLELLAN OTL CORPORATION, DRAWER 730, ROSWELL, NEW MEXICO & -

3. Leasor, in consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowlediced, 2nd ol the royaltics hereln providid a .
of the agreements of the lessce herein contained, herchy grants, lcases and lets exclusively unto lessee for the purpose of investigating, eaploring, pioispectin, .
drilling, and operating for and producing oil and gas, Injecting gas, waters, other fluids, and Kir into subsurface steatn, laying pipe lines, storing oif. building
tanks, rondways, telephone lines, and other structurcs and things thereon to produce, save, teke csre of, treat, procesy, store and ranspoit said minerals, the

following described land in Chaves —— .- County, New Mexico, to-wit:

TOWNSHIP 6 SOUTH, RANGE 26 EAST, N. M. P. M.
Section 30: S3

limited to those depths in excess of 1200' below the surface.

#

For the purpose of calculsting the rental! payments hereinafter provided for, szid land is estimated to compyi _.M_.;z acres, whether it actually
comprives more or less. Six (B,f anens

2. Subject tc the other provisions herein contained, this lease shall remain in force for a term of Xopse from this date (called “primsry term™), and
ua long thereafter as off or gas, s produced from said land or land with which said land s pooled.

3. The royalties to bes paid by lesses are: (a) on oll, and on other liguid hydrocarbons saved at the well, 3/16 of that produced and saved from said land,
same to de delivered at the wells or to the credit of lessor in the plpe iine to which the wells miay be connected; (b} on gas, including casinghend gas and all gas-
sous substances, produced {3 vsld land and sold or used off the premises or in the manufacture of gasoline or other p l erefrom, the market value at
the mouth of the well of n of the gas 8o £0ld or used, providad that on gas sold at the wells the royalty shall be i of the amcunt realized from
such male; {(c) and at any time when this lease is not validated by other provisiuns hercof and there is & gas and/or condensate well on said land, or land pooled
therewith, but gas and/or condensate s not being 50 sold or ased and wuch well is shut in, either before or after production therefrom, then on or belore 90 duys
after said well is shut in, and therealter at annual {ntervals, lesser may pay or tender an advance annual shut.in ravalty amual iz sbe smoont of delay ivirials
Froviaen Sei su ihis wase ior ine acreamge them held under this lesse by the pa-ty making such payment or tender, and so long as said zhut-in royalty is paid or
tendered this lease shall not tecminaie and it will be considered under all clauses hereo! thut gas is being prodiced from the leased premises in paring quantities.
Each such payment shall be paid or tendered to the party or parties who at the time of such payment would be entitled to rcceive the royaltizs which would be

vnder this lease if the well were in fact producing, or he paid or tendered to the credit of such party or parties in the depository bank and in the manner
reinafter provided for the payment of rentals.

4. If operations for drilling are not commenced on said !and or on land pooled therewith on or before one (1) year from this date, this lease shall terminate

: 320.00

as to both parties, unless on or before one (1) year from this date Jessee shall pay or tender to the lessor s rental of § — which
shall cover the privilege of deferring commencement of such operations for & period of twelve (12) months. In like manner and-upon like payments or tenders,
ly, the t of said operations may be further deferred for successive pericds of twelve (12) months each during the primary term. Payment

or tender may be made to thu lessor or to the credit of the Jeasor in the — . Bank

[ X 3

- - » which bank, or sny auccessor thereo?, shall
rontinue to be the agent for the lessor and lessor’s heirs and assigna. 1f such bank (or any ruccessor bank) shall fail, liquidate, or be succeeded by another bank,

or for any reastn shall fail or refuse to accept rental), leasee shall not be held in default until thirty 130) days after lessor shall aeliver to lessee a recordable
instrument makiL> provision for another scceptable method of payment or teader. and any depoxitory charge is a liability of the lessor. The payment or tender
of rentzl may be m.*e by check or draft of lessee, mailed or delivered to asaid tank or lessor, or any lessor If more than one, on or before the reatal paying
date. Any timely payiient or tender of rental or shut.in royalty which is made in a bona fide attempt to make proper payment, but which is erroneous in
whole or in part a3 tt parties, amounts, or depositorics shall necvertheless be sufficient to prevent termination of this lease in the same manner as though a
proper payment hal b en made: provided, however, lessee shall correct such error within thirty 130) days after lessee has received written notice thereof by
certified mafl from les: or together with such instruments as arc necessary to enable lessee to make proper payment.

5. Leasce is hereby eranied the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horfzon thereof
with any other land. leas. leases. minera) setates ar merts sthercof Zop the prolusiicn of i) o gés. Unils puvicd hercunder snall not execed the standard pro-
ration unit fixed by law ot bx.the New Mexico Oil Conservation Commission or by other lav:ful authority for the pool or area in which said land s situated, plus
a tolerauce of 10%. Lessee shill file written unit designations in the county in which the premises are located and such units may be designated from time to
time and either before or at, 'r the completion of wells. Drilling operations on or production from uny part of any such unit shzll be considered fur all pur-
poses, except the payment of :.salty, as operations conducted upon or production from the land deseribed in this lease. There thall be allocated to the land
covered by this lease fncluded in any such unit that pertion of the total production of povled minerals from wells in the unit, after deducting any used in lcase
or unit operntions, which the number of surface nccex in the land covered by this lense included in the unit beurs to the total number of surface acres in the
unit. The production so allocated shall be considered for all purposes, including the porment or delivesy of »orolty, to be the entire production of pooled minerals
from the portion of’sa!d l).nd covered hereby snd included in said unit in the szme manner as though produced from said land under the terms of this Jease.

Any pooled unit d . a8 provided herein, may be dissolved by leszec by recording nn appropriate instrument in the County where the land {3 sit-
uated at any time after the completion of a dry hole or the cessation of production on said unit. R

8. If prior to the discovery of oil or gas hereunder, lesxee should dr{ll and abandon a dry hole or holes hereunder, ar if after discovery of ofl or gas the
production thereof shouid cease for suny eause, this lease 3hall not terminute if lessce commences reworking or additionul drilling operations within 60 days
thereafier and diligently prosecutes the same, or (if it be within the primary term) commences or resumes the psyment or tender of rentals or commences
operations for drilling or reworking on or hefore the rental paying date next ensuing after the expiration of three months from date of abandonment of said
dry hole or holes or the cessation of production. §f at the expiration of the primary term oil or gas is not being produced but lessee is then engaged in operations
for drilling or Teworking of any well, this lease shall remain in force so lonk as such operations are diligently prosecuted with ne cesastion of more than 60
eonsecutive days. If during the drilling or reworking of any well under this paragraph, lessee loses or junks the hole or well and after diligent efforts in good
faith §s unable to complete said operctions then within 30 days after the abandonment of said operations lessee miay commence another well and drill the same
with due diligence. If mny drilling, additional drilling, or reworking operations hereunder result in production, then this leans: shsll remain fn full force so Jong

ter as ofl or gas Iy produced hereunder.

9. Lessee shall have. free use of oil, gas and water from said land, excopt water frora lessor’s wells and tanks, for all operations hereunder, and the royalty
=haH be computed after deducting any so used. Lessee shall bave the right at any time during or after the expiration of this lease to xemove tll property and
fixtures placed by lessee on sald land, including the right to draw and remove all cazing. When required by lessor, lessee will bury all pipe lines on cultivated
Iands ordinary plow depth, and no well shall be drilled within two hundred feet (200 {i.} of sny residence or barn now on said land without lessor’s con-
sent. Lessor shall have the privilege, at his risk and expen<e, of using gas {rom any gas well on said land for stoves und inside lighta in the principa! dwelling
thereon, out of any surplus gas not needed for operations hereunder.

8. The rights of either party bereunder may be msiigned in whole or in part and the provisions hereof shall extend to the heirs, executors, administrators,

s and i ; but no change or division_in the ownership of the land, or in the ownership of or rizht to receive rentals, royalties or payments, however
aceomplished shall operate to enlarge the obligations or diminish the rights of lessee; and no such change or division shall be binding upon lessee for any pur-
poser untii 30 & after lessee has been furnished by tertified mail at lesiee’s principe! place of business with acceptable instruments or eertified copies
thereo! constituting the chain of title from the original lessor. it sny such change in ownership occurs through the doath of the owner, lessee may pay or
tender any rentals, royalties or paymenta to the credit of the deceased or his estate in the depository bank until such time as lessee has been furnished with
evidence satisfactory to lessee as to the persons entitled to such sums, In the event of an assiynment of this lease as to & aegregated portion of said land, the
rentals puyable hereunder shall be apportioned as between the several leasehold owners ratably sccording to the anrface area of each, and default in rental
paynent by one shall not affect the rights of other leasehold vwners hereunder. An assignment ot this lease, in whole or in part, shall, to the extent of such
assignment, relieve and discharge lessee of any obligaticas hereunder, and, if lessee or assignee of part or parts hereof shall fail or wake default {n the payment
of the proportionate part of the rentals due from such lessee or assignee or f2il to romply with any other provision of the lease, such default ahall not affect thia
Jease in 30 {ar as it covers a part of said lands upon which lessee or any assisnee thereof shall s comply or make such payments. Rentals as used in this
parsgraph shall also include shut-in royalty.

9. Should lesses be prevented from complying with any express or implicd covenant of this lease, or from conducting drilling or reworking operations here
under, or from producing ofl or gas hereunder by reanon of scurcity or inability to obtain or use cquipment or material, or by operation of force majeure, or
by any Federsl or atate Jaw or any order, rule or regulation of goveramental authority, then while so prevented, lessee’s duty skall be suwpended, and levsee
-{-n not be linble for failure to comply therewith; and this lease shall be extended while ani 50 lonk us lessee iz prevented by any such cause from conducting
drilling or reworkiny operations on or from producing oil or xas hereunder: and the time while lessee is s0 prevented shall not be countcd against lessee,
angthing in this lesse to the contrary notwithstanding. A

10. Lessor bercby warrants and sgrees to defend the titie to said land, and agrees that lessce, at its option, may discharge any tax, mottinge, or other
Hen upon maid land, and in the event - does 80, it shall be subrogated to such Jien with the right to enforce same and apply rentals and royaltics accruing
hereunder towand sstisfying same. Without impairment of leszee’s rights under the wairanty, if this lease covers a lris interest in the all ar eac &n =l or om
nard of anld Jand o ahs 2ntirs 20l LRdliiie Tew shmpinc oiale (WROher JesIur s Interest i3 herein apecified or not) then the royaltien, shut-in royalix. rental,
and other payments, :f any, aceruing from any part &s to which this lesse covera Jess than such full intcrest, shall be paid only in the proportion which the
Interest therein, i any, coversd by this lemse, boars to the whole and undivided fee sinmiple estate therein. Should any one or more of the partics namad above 2s
bemsors fail to execute this lease, ft shall neverthelens be binding upon the patty or partics cxecutiag the same.

13. Lessce, its/his successors, heirs and mssigns, shall have the right at any time to surrender this leane, {n whole or in part, to Jessor or his heirs, succes-
‘sors, and assigns by delivering or mailing 8 release therrof to the lomsor, or by placing » releuse therenf of record in the county in which sald land is situated:
thereupon lewsee shall be relivved from sll obligations, expressed or implicd, of this azreement as to acreage so surrendered, and thervafter the rentals and
shut-in royalty paysble hercunder shall be reduced In the proportion that the acreage cuvercd hereby fs redaced by said ralense or relesses.

Executed the day and year first above written,

ATTEST: _ THE BLANCO COMPANY
BY: ’

Secretary
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" Producer’s §3—tProducer’s Revised 1965} (New Mexico) Form 342 Printed ond for sole by Holl-Poorbaugh Press, Roswell, H M.

OIL & GAS LEASE

THIS AGREEMENT made this _ 20N 40y or March 1580, brtween

JAMES T. JENNINGS and FRANCES JENNINGS, his wife,

or _Roswell, New Mexicy ~291,
{Post Olfice Address)

heveln called Jessor (whether one or moret and MICCLELLAN OTL. CORPORATION, DRAWER 730, ROSWELL, NEW MEXICO &3

3. Leesor, in convideration of TEN AND OTHER DOLLARS in hand pald, receipt of which is here acknowledged, and of the roveltics Rereln provides an.:
of the agreements of the lessee herein contained. hereby wrants, leassa pnd lets excliusivily unie fessee for the purposve of investigating, exploving, prospecting
dritling. and operating for mad producing oil and gus, injecting was, waters, other fluids. and sir inlo subsurface strata, Inying pipe lines. etoring oil bullding:
tanks, roadways, telephone lines, and other structures and things thereon to produce, save, take carz of, treat, process. store and transport said minecals, Lhe

following dtncribed land in Chaves County, New Mexico, to-wit:

TOWNSHIP 6 SOUTH, RANGE 26 EAST, N. M. P. M.

‘Section 30: Si

Jimited to those depths in excess of 1200' below the surface.

For the purpose of calculating the rental payments hereinafter provided for, said land s estimated to ] 3 0 seres, whether it actually
comprises more ocr Jess. S . n

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of> 1X 200§ from this date (called “primary term™), snd
as Jong thereaftor as off or gas, Is produced from said land or [und with which seid land is pooled. .

3. The roysitien to be paid by lesoee sre: (n) on oil, and on other liquid hydrocarbons saved 2t the weli, 3 ( 16 of that produced and saved from sald land,
same to be delivered at the wells or tc the credit of leesor in the pipe line to which the wells may be connected; (b) on gas, including easingbead gas and all gas.
eous sudbstances, produced !r?\ Tg land and sold or used off the premiser or fn the manufacture of gasoline or other progu erefrom, the market value at
the mouth of the well of / of the gas so sold or used, provided that on gas 50ld at the wells the royaity shall be 41 of the amount realized from
such pale: (c} and at any time when this lease i not validuted by other provisions hereof and there &= » gaa and/or condensate weli on sald land, or land pooled
tharawith, Sul gas and/or condensate {s not being 30 sold or used and such well is shut in, zither before or after production therefrom, then on or before 90 days
after said well is shut in, and thereafter at annual Intervails, lersee may pay or terder an advance annual shut-in royaity equal to the amount of delay rentals
provided for in this Jesse for the acresge then held under this lease by the party making such payment or tender, and so long as said shut-in royalty #s paid oc
tendered this lease shall not terminate and it will be considered under all clauses hereof that ga3 is being produced from the leased premises in paying quantities.
Each auck payment shall be paid or tendered to the party or parties who at the time of such payment would be ealitled to roceive the royalties which would be

id under thia lease if the well were in fact producing, or be paid or tendered to the credit of such party or parties in the depository bank and in the manner
reinafter provided for the payment of rentals. .

4. If operations for drilling are not commenced on safd land ocr on land poofed therewitk on or before one {1) year from this date, this Jease shall terminate
™~

N L3
33 $o both parties, unless on or before one (1) year from this date lessee shall puy or fender to the lessor a rental of § 3£0’00 which
hall cover_the privilege of deferring commencement of such eperations for a period of twelve (12) months. In like manner and upon like paymeats or tenders,
nnuaily, the commencement of sald operations may be further deferred for successive periods of twelve (12) months each during the primary term. Payment

S

cr tender may be made to the lesser or to the credit of the lessor in the Bank

at . vhich bank, or any successor thereol, shall
continue to be the agent for the lessor and lessor’s heirs and assigns. If such bank (or eny suctessor bank) shall fail, 1 quidate, or be suc’c«ded by ano!rher b.m'k,

or for any reason shall fail or refuse to accept rental, lessee shall not be held in default until thirty (30) days sfier . <sor shall deliver to lcasee & recordsble
instrument making provision for another acceptable method of payment or tender, wnd sny depository charge is a Jiabili: of the leasor. The payment or terder
of rental may be made by check or draft of lessee, mziled or delivered to said bank or lessor, or any lessor if more than one, on or before the rental paying
date, Any timcly payment or tender of rental or shut-in royalty whizh is mnde in_a Loaa fide attempt to mzke proper payment, but which is erroneous iu
whole or in part ss to parties, amounts, or depositories ahall nevertheleas be sufficient to prevent termination of this Jease in the same manner as though a
voper payment had been made: provided, however, leasee shall currect such error within thirty (30} days after lessee has received weirttem -otioc (heveor by
certified miall from lessor together with such jastruments sc ara masevears 02 S0l liiiee v make proper payment.

5. Lessee [s bereby granted the right and pewer, from time to time, to pool or combine this lease, the land covered by it or any part or horizon thereof
with any other land, lease, leases,. mineral estates or parts thereol for the production of oil or gas. Units pooled hercunder shall not excend the standard pro-
ration unit fixed dby law or by thé New Mexico Oil Conservecion Commission or by other lawful authority for the pool or arex in which said land §s situated, plus
a tolerance of 10 . Lessee shall file written unit dosiguxtions in the county in which the premises are Jocated and such units may be dexignated frum time to
time and either before or after the completion ol wells.. Drilling operativns on or production from any psrt of any such unit shall be considered for a!l pur-
poses, except the payment of royalty, as operations conductad upon or producticn from the land described in this lease. There shall be sllocated to the Jand
covered by this Jemse Included in &ny such unit that portion of the toial preduction of pooled minerals from wells in the unit, after deducting sny used in lease
or unit operutions, which the numher of surface acres in the land covered by this lease included in the unit bears to the total number of surface acres in the

unit, The production so allocated shall be considered for all purposes, including ihe payment cr delivery of royailty, to be the entire production of pooled mincrals
from the portion of sald jand covered hereby and included in suid unit in the same manner as though produced from said land under the terms of this lease,
Any pooled unit designated by lessee, as provided hérein, may be dissolved by Jessee by recording an appropriate instrument in the County where the land is sit-
uated at any time after the eompletion of a dry hole or the ccssation of production on said unit.

§. If prior to the discovery of oil o~ gas hercunder, lessee should drill and abandon x dry hole or holes hereunder, or if after discovery of ofl or gas the
production thereof ahould cease for any cause, this lease ahall not terminate if lessec commences reworking or sdditional drilling operations within, 60 days
theresfter and diligently prosecutes the .ame, or (if it be within the primary term) commences or resumes the payment or tender of rentals or commences
operstions for driild 0.‘5 or reworking on or before the rental paying date next ensuing after the expiration of threc months from date of abandonment of said
dry bole or Moles or the cessation of production. If ut the expiration of the primary term oil or gus is not being produced but leasee is then engaged in operations
for drilling or reworking of any well, this lease shall reruain in fores 3o long as such operations zre diligently prosecuted with no cessation of more than 60
consecutive days. If during the drilling or reworking of any well under this paragraph, lessee loses or junks the hole or well and after diligent efforts in good
faith is unable to complete said operations then within 30 days alier the abandonrment of said operations lessee Inay commence anocther well and drili the same
with due diligence. If any drilling, additional drilling, or reworking operations hereunder result in production, then this lease shall remain in full force so Jong
-thereafter as ofl or gas is produced hereunder.

7. Lessee shall have free use of oil, gas and water from said land, except water from lessor’s wells and tanka, for all operatiuns hereunder, and the royslty
shal! be coraputed after deducting any 30 used. Lessee shall have the right at eny time during or afier the expirution of this lease to remove tll property snd
fixtures piaced by lessee on said land, including the right to draw and remove all cusing. When sequired by lessor, lessee will Lury sil pipe lines on cultivated
lands below ordinary plow depth, and no well shall be drilled within two bundred feet {200 fL.) of any residence or barn now on said land withouf lensor’s eon-
sant. Leasor shall have the privilege, at his risk and expense, of using gas from sny gar well on 2aid land for stoves and inside lights in the principal dwdlling
thereon. out of any surplus gas not needed for operations hereunder.

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to the heirs, exccutors, administrators,
sucecssors and assigns; but ao change or division in tbe ownership of the land, or in the owneiship of or right to receive rentals, royalties or “ayments, however
2ccomplished shall operate to enlarge the obligations or diminish the rights of lessee; and no such change or division shall be binding upon lessee for any pu.-
pose until 30 days after lessee has been furnished by certified mail at lessee’s principal place of business with ptable §nstr ts or certified cupicy
-thereol constituting the chain of title from the original lessor. If any such chunge in ownership occurs through the death of the owner, lessee muy pay or

idence satisfactory to as to the persrns entitled to such sums. In the event of an assignment of this lease s to a segregated portivm of sald land, the
atals payable hereunder shall be spportivnid as between the several leusehold owners ratably according to the surface ares of each, and Jefaule in rental
payment by one shall not sffect the rights o other Jeasehold owners hereunder. An aasignment of this lease, in whole or in part, shall, to the extent of such
nasignment, relleve und disichurge lessee of asuy obligations hereunder, and, if lessee or assignee of part or parts hereof shail fail or make defaalt fn the raynwnt
of the proportionate part of the rentals due from such lesaee or assignee o¢ fail to comply with any other provision of the lease, such default shall not affect thiz
in 230 {ur a3 it covers a gnrt of zaid lands upon which lessee or any assignee thereof shall so comply or make such payments. Rentals a3 used in this
paragraph shall also include shut-in royalty.

9. Should lessee Be prevented from complying with sny express or implied covenant-of this Jease, or from conducting drilling or revorking operations here-
onder, or from producing ofl or xas hereunder by reason of searcity or inability to obtain or use equipment or material, or by operation of force raajeure, ur
by any Federal or state law or any order, rule or regulation of governmental authority, then while 30 prevented, lessee’s duty shall be suspended. und Iesce:
-{lll not be liable for faiiure to comply therewith: and this lease shali be extended while and so lorg as lessee is prevented by any such cause frem conduciing
drilling or rewerking sperstions on or from producing oil or gas hereunder; and the time while lessee Is 80 prevented shall not be counted apainst lersee,
anything in this lease to the contrary notwithstanding.

10. Lessor horeby warrants and ces to defend the title to sald 1and. and sevemy ohat Tooaoo ot T Luiion, may discharge any lax, mortgage, or other
KHam ntwney sold toad  o-d 1o ety .-,-..4.‘...’—:.\1 Guer #0. it sBAl bLe subroxated to such liem with the right to enforce same and apply nn{nh and roy':kiea accruing
Bereunder toward satisfying same. Without Impairment of lasee’s rights ander the warranty, if this lease covers 8 less interest in the oil or gas in all or any -
part of 22id land than the entire and undivided {ce simple cstate (whether lessor’s interest is hercin specified or not) then the royalties, shut-in royshy, 7ental,
and other paymaents, If any. accruing from aay part as 2o which this Jease covers lesa than such full interest, shall be paid only in the proportion which the
interest therein, $f any, crovered by this Jease, Lnﬂ to tte whole and undivided fee simple cstate therein. Should any one or more of the parties named above as
lessurs fail to execute this lease, it shall pevertheless be binding upon the paity or parties executing the same,

11. Lewsee, its/his successors, heirs and assixus, shall have the right st any time to surrender this leass, in whole or in part. to lessor or his beirs, sucres-
sors, and assigns by delivering or mailing a release thereof to the lewsor, or by placing a release thereof of record in the county In which said land is aituated :
thereupon lessee ahall be relieved from all obligustions, expressed or Implird, of this agreement as to acreage so surrcnd2red, and thercalter the rentaly nnd
shut-in ruyalty payable hercunder shall be reduced In the proportion that the screage covercd bercby is reduced by said rileuse or relemscs.

: : tender any reatals, royalties or payments to the credit of the deceased or his estate in the depository bank until such time as lessee has been furnished with

Executed the'day and year first above written.

Frances Jennings James T. Jennings




C McClellan Qil Corporation
= Suite 1000 Security Bank Building
= Box 848

— Roswell, New Mexico 88201
Authority For Expenditure
To: e : Lease: __Johnsaon No.Fee
} Purpose:__Drill New Wel: Field: __NWildcat
Objective Depth _4300 Formation__Abo  |County: Chaves
v Date: March 26, 1980  AFENo._1 __|State: _New Mexico
I Anticipated Commencement Date__August 1, 1980 |location: _660"' FSL & 660' FWL weliNo.__1
o a0 N
- ; Type Well: Gas Spacing Section Township_f-S _ Range__ 26-FE
. ] .
]
? INTANGIBLES TANGIBLES
Amount Amount
{tem Dry Hole Producer Item Dry Hole Producer
Surveying s 5G0 1S 500 casing (Size, Amt., Price) $ 3
Build Location & Roads 7,000 7,000 surf. _
Oriling_4300 . @$.13.00 56,000 56,004 interm. §-5/8"-1300-$9.45 12,300 12,300
DayWork___ 2 deys@$ 3500 3,500] - 5,200 rroa. 4%-4300-$4.32 - 18,600
Completion10___days@$ _650 6,500 Tubing (Size, Amt., Price)
Muds & Chemicais 10,000f 10,000} . 2-3/8"-4300'-$2.75 11,900
Etectric logging 13,000 13,000 Rods (Size, Amt., Price)
Drill Stem Tests No:
Acid 1500 Gals 3,000 bown Hole Pump
Fracturing 17, 500Gals_20,000 Ibs. 15,0 Type: Size:
Perforating & Logging = 2,800l Float & Other Eauipment
Coring ft. Surlace :
Geol. & Geophy. Expense Intermediate 3AR( 350
Weli Supervision Production 500
Administrative Overhead 3,000 3,000| Pumping Unit
Engr. & Geol. Services 2,500 3,50 Engine
Cement Services Elec. Motor & Panel
Surtace. 8X Flowlines & Connections 35 1,000
interm. __350  ex 3,500 _3,580{] Storage Tanks, Stairs, WIks. '
Prod. 300  sx L8500 No. 2 Size
Plugging—Clean-up 5,000 Separator: Size: 2.500
Surface Damage 1.000] Heater Treater:  Size:
Contract Labor 5 Wellhead Equipment 6,000
Trucking 500 Valves & Fittings 2,000
Equipment Rental rackers _In contingencies
Water 8,000 Meters___
Environmental Impact Electrical Systems
Legal Fees Injection Equipment
Contingencies 4,000}  9,0008 Lease Acquisition
Taxes % 6,000 9,500
SUBTOTAL INTANGIBLES $124,000 }5175,000{ sus TOTAL TANGIBLES s 13,000 5 55,000
v Amount
TCTALESTIMATED DRY HOLECOST $ 137 ,000 IDivisior of interest % Diy Hole [ Producer
TOTAL ESTIMATED COST OF PRODUCING WELL
Gas or Flowing $ 23G,000
Pyumping s
2 Approved by Date
’4 Operator
£
g Approved and
g Accepted by Date
% Non-Operaicr
E - TOTAL

|
|
|
1
i
2
3
!
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Case # 6897

Exhibit nen

S/2 Section 30, Township 6 South, Range 26 East, N.M.P.M.
Limited to these depths in excess of 1200' beiow the surface
Chaves County, New Mexico

ALL FEE LEASES

Date of Lease Royalty |

Leasé Owher Interest Status of Lease Date of Lease Expiration Retained

Johnson Prbpérties T ' .25 ~ Leased to MOC _Maréh 14, 1980 Sept. 14, 1980 .1875
May Kehrer (Victor J. Kehrer, Jr.) .125 " " Feb. 25, 1980 Aug.A25, 1980‘ .1875

' Geneva B. Gardner . o .0833 ¢ " March 7, 1980 Sept. 7, 1980 .1875
Neicia Mounsey .25 oo " Feb. 22, 1980 Aug. 22, 1980 .1875
Cloyd A. rong | | 0625 " " March 12, 1980 Sept. 1z, 1980 .1875 |
Marion or Milton Engelbrécht' .0625 e 0 March 14, 1980 Sept. 14, 1980 .1875 %
The B]aﬁco Company  ' .- .08334 Unleased B '

, James T.JJenhings o . | .08333  Unleased T

) . 1.000.  Leased to MOC-.8408 | ?

Owners Not Agreéiné T°>J°1n  .f v , . ._ N | S - Formations Anticipated to Produce

Included In this Case

'James T.- Jennings | - ' ' S ~ L . _
"~ P.0. Box 1180 . Fee Lease I W - Abo
Roswell, H.M. 88201 o : o o

The Blanco Company - |
P.0. Box 1150 ~ Fee.lLease
Roswell, N.M. 88201

~UToToT v - ~ | -
N : v o - ~ /

e o — : T




. . Case # 6897
A [ McClellan Oil Corporation Exhibit "D"
- Suite 1000 Security Bank Building
Y ~ Box 848
"=’ Roswell, New Mexico 88201
Authority For Expenditure
To: _ | Lease: __JJohnsan No.Eee
Purpose:__Drill New Well Field: __Wildcat
Objective Depth _4300 Formation_Abo____{Gounty: Ghaves _
‘Date: _May 20, 1980 - AFENo._ 1 [State: _New Mexico |
Anticipated Cohniéncément Date__August 1, 1980 ltocation: 1980° FSL & 660" FWL wWeltNo.__1
TypeWell: ___Gas ' ____Spacing__160____|Section _30____Township_6-S___Range__ 26-F
INTANGIBLES TANGIBLES
Amount Amount o ' 4 .
ltemn . - DryHole  Producer  item Dry Hole Producer "
. Surveying $ s0N01s R0 casing (Size, Amt., Price) 3 s
C Build Location & Roads 7,000 71.00% surf.
Dritting_4300 __n ¢$_17.00__| 73,000, ' 73,000, inter: 8-6/8"-1300-49.45 | 12,300 _ 12,300
DayWork___2 __days@$ 3500 3,800 5.200 Prod. 4%-4300-%4.32 18,600
- Completion 10 days@$ _650 6., 500! Tubing (Size, Amt., Price)
" Muds & Chemicals___ ' 10,000! . 10,000 2-3/8"-4300'-$2.75 11,900
" Electric logging 13,000; 13,000 rods (Size, Amt., Price)
Drill Stem Yests No: : :
Acis 1500 Gals : 3.,00{! own Hote Pump
 Fracturing 17 ,600Gats_ 20,000 ibs. 15,0000  Type: Size: !
Perforating &logging __== . 3,500 Fioat & Other Equipment 3 |
Coring _ f Surface - v t g
Geol. & Geophy. Expense Intermediate 35( 35L ~ |
Wel Supervision T —— ‘ i | |
Administrative Overhead 4 .
Engr. & Geol. Services :

Cemoent Sarvices
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. . c # 6897
j C McClellan Oil Corporation Exhibit D"

- Suite 1000 Security Bank Building

-
e Box 848
Roswell, New Mexico 88201
Authosity For Expenditure
To: e . NLease: __Jdohnson No.fFpe
Purpose:__rill Hew Well Field: _MWildcat
’ Ob]éctive Deptt{ 4300 Formation_Abo County: Chaves
- Date: _May 20, 1980 -~ AFENo.__ 1 ___ [State: _New Mexico
: Anticipated Commencement Date__August 1, 1980 fLocation: _198G' FSL_& 660' FWL WellNo.__1
Type Well: Gas Spacing___16Q0____ |Section __30. _Township. 6-5 _ Range.__ 26-F ‘
INTANGIBLES TANGIBLES
| . i
Amount Amount |
. Item - Dry Hole Producer Item Dry Hole Producer
J ' Surveying s h00 1 500| casing (Size, Amt., Price) $ $
" Bulld Lacation & Roads 7,0001 __ 7.,004 surt.
Dritting_4300 n.e@s_17. 00_____73,0.007'_'_.13 ,00Q, interm. 8-5/8"-1300-$9.45 12.,30( 12,300
Daywork __2 _days@$ 3500 | 3,500 5.200! prod. 4%-4300-$4.32 18,600
Completion 10 ___days@$ _65Q 6,500 Tubing (Size, Amt., Price)
Muds & Chemicals ) 10,000} . 10,000 2-3/8"-4300'-%$2.75 11,900
" Electriclogging 13,000} 13,000 rods (Size, Amt., Price)
Drilt Stam Tests  No: i
Acid 1500 Gals, : 3,000} bown Hole Pumgp 3
Fracturing 17, 500Gats_20,000 ibs. 15,0000  Type: Size: !
Perforating & Logging .__ = . 3,500 Float & Other Equipment )
Coring ] ft. Surface i .
eor. * Geophy. Expense _ Intermediate 350 350
Well Suparvision Production 500
Administrative Overhead 3,000 3,.000! pumping Unit X
Engr. & Geol. Services 2,500 3,50 Engine _
Cement Sanices Elec. Motor & Panel
) Surtace o Flowlines & Connections 35¢ 1,000
tnterm. __350 ___ sx 3,500 3,50 storage Tanks, Stairs, Wiks.
. Prod. __300_ __ sx ‘ 3, No. ‘Size
. Plugging—Clean-up __ 5,000 2,000 separator: Size: 2,500
. Surface Damage 1,004 1,000 Heater Treater: - Size:
Contract Labor . 50g 1,600 welthead Equipment £.,000
Trucking : 500 1,h0 Valves & Filtings _-2,000
Equipment Rental 7,000} packers _In contingencies
~ng Water 8,000 10,000 Meters
. Environmental Impact Electrical Syslems
Legal Fees __ . : injection Equipment ;
- Contingencies : _ 4,000 9, (')ﬂ(ll Lease Acquisition _
Taxes. % 6,7001 10 >ZSD;‘L ’
. SUBTOTAL INTANGIBLES . |8141,7001$192,400) SUB TOTAL TANGIBLES s 13,000 s 55,000
TOTAL ESTIMATED ORY HOLECOST §_154,700" [Division of Interest % Dry Hole | Producer
TOTAL ESTIMATED COST OF PRODUCING WELL ‘ . 4
Gas or Flowing s . 247,400
Pumping $
Approved by Date
Operator
Approved and
ted —— : Dat
Accepted by Non-Operaior ae
e TOTAL

MOC




KELLAHIN and KELLARIN
Attorneys at Law

Jason Kellahin $00 Don Gaspar Avenue

W, Thomas Kellahin Post Office Box 1769 Teleot

e nt . elephone 932-4285
Karen Aubrey Santa Fe, New Mexico 87501 Ares Code $0$

April 22, 1980

Mr. Joe Ramey

0il Conservation Division . .
P. 0. Box 2088

Santa Fe, New Mexico 87501

re: Compulsory Pooling Case

Dear Joe:

Please set the enclosed application for hearing on
May 21, 1980 before the Division's Examiner.

Very truly yours,

W. Thomas Kellahin

encl. ) o
cc: Jack McClellan »
James Jennings --_CERTIFIED MAIL (Return Receipt Requested) o
Rlanco Company ---CERTIFIED MAIL (Return Receipt Requested) ' ‘
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P. 0. Box 1769
(Street or P.O. Box)
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Jason Kellahin

KELLAIIIN and KELLAHIN
' Attorneys at Law
300 Don Gaspar Avenue

W. Thomas Kellahin : Post Office Box 1769

Karen Aubrev

¥ . Telephone 982-4285
Santa Fe, New Mexico 87501 Area Code 508

April 24, 198¢

Mr. Joe Ramey

0il Conservation Division

P. 0. Box 2088 -
Santa Fe, New Mexico 87501

re: McClellan 0i1l Corporation
Dear Joe:
On April 22, 1980, we filed an application on behalf

of McClellan 0il Corporation force pooling the S8/2 of
Section 30, T6S, R26E, N.M.P.M.

Ve?y/f;uly %}gfs, /ﬁ !
:/ ‘/1‘ | : 4\4. ;

W. ih‘mas\Kgllahin i
WTK . m..r /
cc: Mr. Jack McClellan '

Blanco Company .
James T. Jennings '
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JENNINGS & CHRISTY 3 ]
1012 SECURITY NATIONAL BANK BUILDING ‘;’Z
P.G.BOX 1180 g
ROSWELL, NEW MEXICO 8820! 2
0il Conservation Division J

Post Office Box 288 .

Santa Fe, New Mexico 87501 E 3

DELIVER TO: ERNEST PADILLA or ]

RICHARD L. STAMETS '
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LAW OFFICLS OF

JENNINGS & CHRISTY

1012 SECURITY NATIONAL BANK BUILDING TELLPHONE 8228432
Amga Coot 508

v £ g e

JAMES T. GENNINGS

SiM B.CHRISTY TZ

DEAN G.CONSTANTINE P O.BOX 1ieo
ROSWELL, NEW MEXICO 8820Q!

May 20, 1980

a -

0il Conservation Division
Post Office Box 268
Santa Fe, New Mexico 87551

Re: Case 6897 -~ Application of McClellan 0il Corporation
for two compulsory poolings - Chaves County, New Mexico.

Gentlemen:

Personally, and on behalf of the Blanco Corporation, I .
would like to make the following objections to the above ‘ .
Application by letter as it is not possible for a represen-
tative of the Blanco Corporation or me to be present at
the hearing tomorrow.

1. 7The Application does not locate the proposed
well, and from the information available it appears that -
the well is to be drilled in the SW%SW% of Section 30, and E
we have no information concerning the proposed location of :
the second well. Likewise, we have no A.F.E. or other :
information concerning this well.

P

2. The proposed well is designated as a "wildcat gas ;
well"” projected to a formation above the Wolfcamp, and as ;
such shall be located on a drilling tract consisting of 160 i
surface acres pursuant to the provisions of Rule 104Bla.
Section 70-2-17(c) pertains only to two or more separately
owned tracts embraced within a spacing or proration unit or ,
royalty interest or undivided interest separately owned under L
any such spacing or proration unit and certainly does not
contemplate the forced pooling of multiple spacing units. o
The applicant has failed to point out any urgent need to ; )
force pool more than one unit and should not be allowed to
pool multiple units at the same hearing or based upon the same
testimony. Good 0il field practice would demand that one well
be drilled and adequately tested before commencing the second ;
well, certainly in the absence of some extenuating circumstances
which are not described in the applicaticn.

3. That the Blanco Company and the undersigned own an :
undivided 1/6 interest in the minerals under the tract in !
qguestion and granting of the order requested would impair the
correlative rights of said parties.




JENNINGS & CHRISTY

0il Conservation Division
May 20, 1980
Page Two

That the Blanco Company and James T. Jennings have
offered and renew the offer tc:

(a} Lease the acreage to McClellan 0il
Corporation for a term sufficient to allow McClellan
sufficient time to obtain a rig and commence drilling
operations, which lease will cover the rights down
to the base of the deepest producing formation of
the proration unit dedicated to the producing well
located thereon with no bonus, the lease to provide
for a 1/4 rc¢yalty and to be on a Producer's 88
(Producer's Revised New Mexico Form 342, 1965) lease, or

{b) To enter into a Farmout Agreement with
McClellan 0il Corporation covering the rights to the
base of the deepest producing horizon providing for
the usual 1/8 royalty and additional royalty of 1/16
with the right to convert the 1/16 additional royalty
to 1/2 of the working interest on payout.

Blanco Company and the undersigned hereby regquest
that the above and foregoing objections be duly considered
by the Examiner at the Hearing and in any order entered
herein, and further that the risk factor allowed be only the
minimum and that the spacing be limited in accordance with
the rules of this Commission and the Statutes of the State of

New Mexico.

Respectfully submitted,

JTJ/dds

cc: Blanco Company
Mr. W. Thomas Kellahin - hand delivered

et R
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Docket Na, 14-80

Dockets Nos, 16-80 and 17-80 sre tentatively set for June & and 25, 1980, Applications for hearing must be
filed at least 22 days in advance of hearing date,

DOCKET: COMMISSION HEARING - TUESDAY - MAY 20, 1980

OIL CONSERVATION COMMISSION - 9 A.M. ~ ROOM 205
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

CASE 6715:

(DE NOVO)

Application of Texaco Inc. for an unortliiodox gas well location, Lea County, New Mexico,

Applicant, in the above-sztyled cause, seeks approval for the unorthodox location of its Loomis Fed.
Well No. 1 to be drilled 1600 fee. from the North line and 660 feet from the West line of Section 5,
Township 21 Scuth, Range 32 Fast, South Sait Lake-Morrow Gas Pool, the N/2 of said Section 5 to be
dedicated to rhe well.

Upon. applicction of Texaco inc. and Bass Enterprises Production Company this case will be heard De
Novo pursuant te the provisions of Rule 1220,

P drdrkedr dr de A S s e e e A de e sl e de s ik e deskeir s ol 7. e dekede e e oo dede de e deledede fe v etk el e ok o ke dod e de s sk sk el el e ke dode dok desedloke de e ok ek ek dede ek

Docket No, 15-80

DOCKET: EXAMINER HEARING - VWEDNESDAY - MAY 2i, 1980

9 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROOM,
STATE LAND OFFICE BULLDING, SANTA FE, NEW MEXICO

The following cases will be heard before Richard L, Stamets, Examiner, or Daniel §. Nutter, Alternate Examiner:

ALLOWABLE:

CASE 6891:

CASE 6859:

CASE 6886:

CASE 6884:

(1) Consideration of the allowable production of gas for June, 1980, from fifteen prorated pools in
Lea, Eddy, and Chaves Counties, New Mexico,

(2) Conrideration of the allowabie production of gas for June, 1980, from four prorated pools in
sr Juan, Rio Arriba, and Sandoval Counties, New Mexico.

In the matter of the hearing called by the 0il Conservation Division on its own motion to permit Mid-
west Refining Company and all other interested parties to appear and show cause why the State Well No.
1 located in Unit A of Secrion 16, Township 33 South, Range 14 West, Hidalgo County, should not be
plugged and abandoned in accordance with a Division-approved plugging program.

{(Continued from April 9, 1980, Examiner Hearing)

Application of R & G Drilling Company for an unorthodox gas well location, San Juan County, New Mexico,
Applicant, in the above-styled cause, seeks approval for the unorthodox location of a well to be drilled
1890 feet from the North line and 1830 feet from the East line of Section 28, Township 28 North, Range
11 West, Futz-Fruitland Pool, the NE/4 of said Section 28 to be dedicated to the well.

(Continued from May 7, 1980, Examiner Hearing)

Application of Aminoii USA, Inc. for compulsory pooling and an unorthodox location, Eddy County, New
Mexico. Agplicant, in the above-styled cause, seeks an order pooling all mineral interests in the
Wolfcamp and Pennsylvanian formations underlying the S/2 of Section 10, Township 24 South, Range 28
East, to be dedicated to a well to be drilled at an unorthodox location 2080 feet from the South line
and 1773 feet from the East line of said Section 10. Also to be considered will be the cost of dril-
ling and completing said well and the allocation of the cost thereof as well as actual operatiag costs
and charges for supervision. Also to be considered will be the designation of spplicant as operator
of the well and a charge for risk involved in drilling said well.

(Continued from May 7, 1980, Examiner Hearing)

Application of Supron Energy Corporation for compulsory pooling and s dual completion, San Juan County,
New Mexico. Applicant, in the above~styled cause, seeks an order pooling all mineral interests in the
Mesgverde and Dakota formations underlying the N/2 of Section 4, Township 30 North, Range ll West, to

be dedicated to a proposed dual completion to be drilled at a standard location thereon. Also to be
conaidered will be the cost of driliing and completing said well and the allocation of the cost thereof
as well as actual operating costs and charges for supervision. Alsc to be considered will be the desig-
nation of applicant as operator of the well and a charge for risk involved in drilli.g said well,
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Page 3 of 3
Examiner Hearing - Wednesdsy - May 21, 1980

CASE 6901:

CASE 6902:

CASE 6303:

CASE 6904:

CASE 6905:

~.

Docket Ne, 15-80

Application of Harvey E. Tates Company for compulsory pooling, Lea County, New Mexico,

Applicant, in *he sbove-stylscd cause, seeks an order pooling all mineral interests in the Wolfcamp thru
Mississippian formations underlying the Ef2 of Section 19, Township 14 Souch, Range 36 East, to be
dedicated to a well to be drilled at a stsndard location thereon, Also to be considered will be the
cost of drilling and completing said well and the allocation of the cost thereof as well as actual
operating coats ard charges for supervision, Also to be considered will be the designation of appli-
cant as operator of the well and & cimrge for risk invoilved in drilling ssid well,

Application of Harvey E, Yates Company for a dual completion, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks approval for the dual complerion (conventional) of its
Young Deep Unit Well No, 1 located in Unit D of Section 10, Township 1B South, Range 32 East, to
produce gas from the Morrow formation and oil from the Bone Springs formation thru parallel strings of
tubing. ’

Application of Harvey E, Yates Company for an unorthodox gas well location, Lea County, New Mexico,

Applicant, in the sbove-styled cause, seeks spproval for the unorthodox locition of a Pennsylvanian-
Mississippian test well to be drilled 660 feet from the South line and 990 feet from the East line of
Section 33, Township 13 South, Range 36 East, the 5/2 of said Section 33 to be gudicated to the well,

Application of Harvey E. Yates Company for a unit agreement, Lea County, New Mexico,
Ap»licant, in the above-styled cause, seeks approval for the McDonald Uait Area, comprising 1,440
acres, mcre or less, of fee lands in Townships 13 and 14 South, Range 36 East,

Application of Harvey E. Yates Company for a unit agreement, Chaves County, New Mexico,
Applicant, in the above-atyled cause, seeks approval for the Buffalo Lake Unit Area, comprising 2,560
acres, more or less, of Federal, State, and fee lands in Township 15 South, Range 27 East.




KELLAHIN and KELLAHIN
Attorneys at Law

500 Don Guaspar Avenie
Post Office Box 1769

Karn Aubrey Santa Fe, New Mexico 87501

Jason Kellahin
W. Thomas Kellahiu

e st R e

Telephone 982-4285
Area Code 505

April 22, 1980 ™ ECEIVELD

. -
i e
Gorme i
Mr. Joe Ramey ggﬁ;;é,gfzagﬁg;,yén
0il Conservation Division 350TA FS
'P. 0. Box 2088
Santa Fe, New Mexico 87501 C?C}Jig Q33”7 7
re: Compulsory Pooling Case
Dear Joe: .
Please set the enclosed application for hearing on , o
May 21, 1980 before the pivision's miner. ’

truly yoNrs E e ;{

| LA / _
W. Thomas Ke}lahin ; 4
encl. / 1 o
cc: Jack McClellan

James Jennings-—-CERTIFIED MAIL (Return Receipt Requested)
Blanco Company-——CERTIFIED MAIL (Return Receipt Requested)
WTK : mmr

ek e AT AR Y




STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISION

. .-k “' S

e . e B .+

IN THE MATTER OF THE APPLICATION coa
; OF McCLELLAN OIL CORPORATION ‘ B
; FOR COMPULSORY POOLING, CHAVES ST
A COUNTY, NEW MEXICO. TR

(fk&44i 5717
COMES NOW McCLELLAN OIL CORPORATION and applies to the

APPLICATICN

New Mexico Energy and Minerals Department, 0Oil Conservation
Division, for a compulsory pooling order pooling the mineral
interest from the surface to the base of the Abo formation in the
S/2 of Section 30, T6S, R26E, N.M.P.M., Chaves County, New Mexico
and in support thereof would show the Division:

1. Applicant is the owner of the right to drill and develop

the S/2 of Section 30, T6S, R26E, N.M.P.M., Chaves County, New

Mexico and proposes to drill a well to be located at a standard
location in the S/2 of said section to test the Abo formation.

2. Applicant proposes to dedicate the entire S/2 of said

~—

section to the subject well pending approval of the Division EE:::)

320 acre spacing for the Abo formatioEJ-In the alternative, in the

// event well spacing for the Abo formation shall continue on 160 acre

spacing, applicant proposes to force pooling the S/2 of said
ection for the drilling of two Abo wells with the SW/4 dedicated
to one well and the SE/4 dedicated to the other well.

Applicant has obtained the right to all mineral interests

underlylng the S/2 of said section for the purposes of drilling the

{a) James T. Jennin
f'i *£A7 . gs
P. 0. Box 1180
Qo Roswell, New Mexico 88201 8.333%

dJL“',JL proposed well with the exception of the following:
pee
§23

Sl

SRR E

i




i b st

(b) Zlanco Company
Y. 0. Box 1150
Roswell, New Mexico 88201 8.333%

Said interests are fee interests and the above fraction re-
presents the nonconsenting interest ownership as to the entire
S/2 of said section. 62110 ‘?

‘

2. In order to form a standard unit¢ for Pakotd production,
to prevent waste, and to protect correlative rights, the above
lands and mineral interests should be pooled.

WHEPEFORE, Applicant prays that this matter be set for hearing
before the Division's duly appointed Examiner, and that after notice
and hearing as required by law the Division enter its order pooling
the above described acreage, together with a provision for applicant
to recover its cects of drilling, together with provision for

a risk factor for the risk assumed in drilling, completing and

equipping the proposed well, for his costs of supervision, and for g

such other a~ ! further relief as uiay be proper.

Respectfully csub ed,/’

cCLELLAN OI{. CORPOC

Y

By -~ -
W¥ Thomas KelI;Zin

Kellahin & Kellahi

P. 0. Box 1769

Santa Fe, New Mexico 87501
(505) 982-4285

ATTORNEYS FCR APPLICANT



STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION A , i
OF McCLELLAN OIL CORPORATION R
FOR COMPULSCRY POOLING, CHAVES S
COUNTY, NEYW MEXICO. ’

S e A

APPLICATION Cecse ”(':;r99>

COMES NOW McCLELLAN OIL CORPORATION and applies tc the
New Mexico Energy and Minerals Department, Oil Conservation
Division, for a compulsory pooling order poouling the mineral
interest from the surface to the base of the Abo formation in the
S/2 of Section 30, T6S, R26E, N.M.P.M., Chaves County, New Mexico
and in support thereof would show the Division:

1. Applicant is the owner of the right to drill and develop
the S/2 of Section 30, TS5S, R26E, N.M.P.M., Chaves County, New
Mexico and proposes to drill a well to be located at a standard
location in the S/2 of said section tc test the Abo formaticn.

2. Applicant propuses to dedicate the entire $/2 of said
section to the subject well pending approval of the Division of
320 acre spacing rfor the Abo formation. 1In the alternative, in the
event well spacing for the Abo formation shall continue on 160 acre
spacing, applicant proposes to force pooling the S/2 of said
Section for the drilling of two Abo wells with the SW/4 dedicated
to one well and the SE/4 dedicated to the other well.

3. Applicant has obtained the right to all mineral interests
underlying the S/2 of said section for the purposes of drilling the
proposed well with the exception of ithe f[ollowing:

(a) James T. Jennings

P. 0. Box 118¢C
Roswell, New Mexico 88201 8.333%

i 5
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(b) Blanco Company
P. 0. Box 1150
Roswell, New Mexico 88201 8.333%

Said interests are fee interests and the above fraction re-
presents the nonccensenting interest ownership as to the entire
S/2 of said section.

3. In oraer to form a standard unit for Dakota production,
to prevent waste, and to protect correlative rights, the above
lands and mineral interests should be pooled.

WHEREFORE, Applicant prays that this matter be set for hearing
before the Division's duly appointed Examiner, and that after notice
and hearing as required by law the Division enter its order pooling
the above described acreage, together with a provision for applicant
to recover its costs of drilling, together with provision for
a risk factor for the risk assumed in drilling, completing and
equipping the proposed well, for his costs of supervision, and for
such other and further relief as may be proper.

Respectfully sub
cCLE LAN OT CO

By Z/\)

WY Thcmas KélIah”ﬁ
Kellahin & Kellahi
P. 0. Box 1769
Santa Fe, New Mexico 87501
(505) 982-4285
ATTORNEYS FOR APPLICANT
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STATE OF NEW MEXICO
DEFARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISION

L ¥
IN THE MATTER OF THE APPLICATION s
OF McCLELLAN OIL CORPORATION S
FOR COMPULSORY POOLING, CHAVES ‘
COUNTY, NEW MEXICO. IR
C,
APPLICATION Coge 77

COMES NOW McCLELLAN OIL CORPORATION and applies to the
New Mexico Energy and Minerals Department, 0Oil Conservration
Division, for a compulsory pooling order pooling the mineral
interest from the surface to the base of the Abo formation in the
S/2 of Sz2ction 30, T6S, R26E, N.M.P.M., Chaves County, New Mexico
and in support thereof would show the Division:

1. Applicant is the owner of the right to drill and develop
the S/2 of Section 30, T6S, R26E, N.M.P.M., Chaves County, New
Mexico and proposes to drill a well to be located at a standard
location in the S/2 of said section to test the Abo formation.

2. Applicant proposes to dedicate the entire S/2 of said
section to the subject well pending approval of the Division of
320 acre spacing for the Abo formation. In the alternative, in the
event well spacing for the Abo formation shall continue on 160 acre
spacing, applicant proposes to force pooling the §/2 of said
Section for the drilling of two Abo wells with the SW/4 dedicated
to one well and the SE/4 dedicated to the other well.

3. Applicant has obtained the right to all mineral interests
Qnderlying the S/2 of said section for the purposes of drilling the
proposed well with the exception of the following:

(a) James T. Jennings

P. 0. Box 1180
Roswell, New Mexico 88201 8.333%



{b) Blanco Company
P. 0. Box 1150
Roswell, New Mexico 88201 8.333%

Said interests are fee interests and the above fraction re-
presents the nonconsenting interest ownership as to the entire
S/2 of said section.

3. In order to form a standard unit for Dakota producction,
to prevent waste, and to protect correlative rights, the above
lands and mineral interests should be pooled.

WHEREFORE, Applicant prays that this matter be set for hearing
before the Division's duly appointed Examiner, and that after notice
and hearing as required by law the Division enter its order pooling
the above described acreage, together with a provision for applicant
to recover its costs of drilling, together with provision for
a risk factor for the risk assumed in drillirg, completing and
equipping the proposed well, for his costs of supervision, and for
such other and further relief as may be proper.

Respectfully subpi:

cCLELLAN OI{ CORPO
NN

AN

/ > /
WY Thomas Kellalin
Kellahin & Kellzahi
P. 0. Box 1769
Santa Fe, New Mexico 87501
(505) 982-4285
ATTORNEYS FOR APPLICANT

By




KELLAHIN and KELLAHIN
Aitorneys at Law
Jaeon Kellahin 500 Don Gaspar By &
W. Thomas Kellehin Post Office Box /}7¢9/
Ka b ,&7;0}:_,,

Karen Aubrey Santa Fe, New M L
01 co - L

April 24, 498g >~ 112
p v,q‘ ‘%d‘ ,‘750 DIV/S"ON

Telephone 9£2-4235
Area Code 505

)

Mr. Joe Ramey
Oil Conservation Division
P. 0. Box 2088
Santa Fe, New Mexico 87501

re: McClellan 0il Corporation

Dear Joe:

On April 22, 1980, we filed an application on behalf
of McClellarn 0il Corporation force pooling the S/2 of
Section 30, T6S, R26E, N.M.P.M.

N

Please amend the application to provide for forced ;
rooling of the mineral interest from 1200 feet below the
surface to the base of the Abo formatidm .

Ver ruly y

W. hgmas‘K 1llahin

WIK :mmr

cc: Mr. Jack McClellan
Blanco Company
James T. Jennings

x
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 6897 .

order No. R— (-3(7

APPLICATION OF McCLELLAN OIL CORPORATION
FOR TWO COMPULSORY POOLINGS, CHAVES
COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

May 21 L,

This cause came O for hearing at 9 a.m. on

before Examiner Richard L. Stamet:

19 80 , at Santa Fe, New Mexico,

e ———

|
NOW, on this day of May s 1980 , the pivisiohn

,,,,,, | na th

having considered the testimony, the record, ahc =

and being fully advised in the

D

Director;

recommendations of the Examiner,

premises,

EENDS:
havina been given as reguired by

1. ~u
aw

(1) That due public O

£ this cause and the subjeét

law, the pivision has jurisdiction o

matter thereof.
McClellan Oil Corporation

(2) That the applicant,

r pooling all mineral interests ioxkiw from 1200 feet

seeks an orde .
face to the base of the Abo formation

below the sur
underlying the Sw/4 and the SF/4
of section _30 , Township & South , Range 26 East

: __C_J;Q_Q:_______County , New

NMPM,

Mexico.
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Order No. R-

{3) That the applicant has the right to drill and proposes

. & o _ oF
to drill ZXWEXX wwelwell® at standard location n .
oK /o O-airne i .

(4) That there are interest owners in the proposed proraticn
units whc have not agreed to pool their interests.

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in said unitg¢the opportunity to recover or receive
withoﬁt unnecessary expense his just and fair share of the gas
in said pool, the subject applicaticn should be approved by
pooling all mineral interests, whatever they may be, within said
unit$.

{6) That the applicant should be designated the operator
of the subject wells and units,

(7) That any non-consenting working interest owner should

be afforded the oppcrtunity to pay his share of estimated well

costs to the operator in lieu of paying his share of reasonable

well costs out of production.

(8) That any non-consenting working interest owner who
does not pay his share of estimated well costs should have
withheld from production his share of the:reasonable well éosts“
plus an additional.zgag_percent thereof as a reaéonable charge

each ¢ sard
for the risk involved in the drilling ofAtﬁe ells.

(9) That any non-consenting interest owner should be
afforded the opportunity to object to the actual well costs but
that actual well costs should be adopted as the reasonable well
costs in the absence of such objection.

(10} 7That following determination of reasonable well costs,
any non-consenting working interest owner who has paid his
share of estimated costs should pay to the operator any amount
that reasonable well costs exceed estimated well costs and
should receive from the operator any amcunt thatzfaid estimated

well costs exceed reasconable well costs.
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(11) That $__ 500 ¥ per month,while drilling and

Aerwelf
$___‘23Q_&”__A_ per month,while producing should be fixed as reason-

able charges for supervision (combined fixed rates); that the
operator should be authorized to withhold frem production the
propbrtionate share of such supervision charges attributable to
each non-cunsenting working interest, and in addition thereto,
the operator should be authorized to withhold from production the

-

proportionate share of actual expenditures reguired for operating

the subject well, not in excess of what are reasonable, attributabfle

| to each non-~consenting working interest.
e:%r’f

(12) That all proceeds from production fromgthe subject
well’ which are not disbursed for any reason should be placed
in escrow toc be paid to the true owner thereof upon demand and
proof of ownership.

] (1L3) That upon the failure of the operator of said pooled

—fﬂ[,h/vﬂs«'d i~ owe ofseid
Junit to commence drilling cfjthe wells wd&riah Aunits
o U
dedizeted on or before Ty Zcr /x /¢80 , the order

Ipooling said unitgshould become null and void and of no effect

i whatsoever.

M —
§ 7 1T IS THEREFORE ORDERED:

/ (1) That all mineral interests, whatever <‘hey may be,
from 1200 feet below the surface to the base of the Abo

"1 {95 X B DES " formation underlying the SW/4 and
:l e SE/4 ,
3 \““_} Section 30 » Township 6 South . Range 26 East '
. 1]
3 ‘; NMPM, , Chaves County, New Mexico,

/ are hereby pooled to fomf;o standard /g¢ — acre gas spacing

a.qeS el
and proration units}to be dedicated to/‘*ﬁslto be drilled
“ axxXxAXRas atd'standard locationg thereon.

PROVIDED HOWEVER, th}t the operator of said unitgshall

r>

commence the drilling offsaid wellson or before the Fenled day of

’I

M»%ﬂ , 1980 | an3 shall thereafter continue the drilling

of said well with due diligence to a depth sufficient to test the

/?é Jg— formation;

PROVIDED FURTHER, that in the event said operator does not

il

commence the drilling of said well on or before the /4 ﬁ day of

—
,].’g‘évm!g/' , 1980 , Order (1) of this order shall be null

and void and of no effect whatsoever, unless said operator obtains

a time extension from the 'pivision for good cause shown.

|




PROVIDED FURTHER, that should said well not be drilled to

completion, or abandonment, within 120 days after commencement

thereof, said operator shall appear before the Division Director apd

show cause why Order (l) of this order should not be rescinded.

 Penid M, VEMoild e ool
qusotvﬂA u}elﬁ/ [70¢£ be O/L«Aylﬁ/ “é ,<ﬂhjf?//ﬁ{/ ,0"‘W

abon dgmen 35 Mo eediyn—
Y ek s X a//er % @ - |
'a'c‘/‘w ;4‘# % %s __prues - / V"/" e

poc/g/ acrenge is 7V o ww.u o/c/fcx/&c/

w-,_w,f! H_Q««:“,/;_?Q_ ‘724.5 ‘k/e// §m f&"ﬂrﬁ’ 5-/ A
e %peg, ég_,AL M{ puz‘s[b“- D/N—GA) an d &%—v«) Ceruse. "

M/JLJ 25 4 ..5’3’04 'Zf/i/ a—»c/u,,,‘ , S

21 nue oe liable for risk charges.

{5} That the operator shall furnish the Division and each
known working interest owner an itemized scheduleyof actual well ’
costs within 90 days following completiorf .;‘f/;{;b’émwellg; that if i

no objection to the actual well costs is received by the Division

and the Division has not objected within 45 days following receipt

T TV T 17 ol T Ty NI St

of said schedule, the actual well costs shall be the reasonable
well costs; provided however, that if there is an objection to
actual well costs within said 45-day period the Division will
determine reasonable well costs after public notice and hearing.
(6) That within 60 days following determination of reascon-
able well costs; any non-consenting working interest owner who

has paid his share of estimated costs in advance as provided




.
Case No.
Ordexr No. R-
abceve shall pay to the operator his pro rata share of the amount
that reasonable well costs exceed estimated well costs and shall
receive from the operatcr his pro rata share of the amcunt that
estimated well costs exceed reasonable well costs.

{7) That the operator is hereby authorized to withhold
the following costs and charges from production:

(A} The pro rata share of reasonable well costs
attributable to each non~consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished to him.

(B) As a charge for the risk involved in the

drilling of the well; &PV percent of the pro ratg

chare of reasonable well costs attributable
to each non-codsenting working interest
owner who has not paid his share of estimated g
well costs within 30 days from the date the
schedule of estimated well costs is furnished
to him. \

(8) That the operator shall distribute said costs gnd

charges withheld from production to the parties who advanced

the well costs.

u (9) That $ /500 & per month while drilling and

s ARD 22 per month while producing are hereby fixed as

reasonable charges for supervision (combined fixed rates); that thd

*operator is hereby authorized to withhold from production the

proportionate share of such supervision charges attributable to
each non-consenting working interest, and in addition thereto, the

lloperator is hereby authorized to withhold from production the

. ,W' . . R
Aproportlonate share ofpactual expenditures required for operating

S 1d wwﬂﬁj ]
sush—wedd, not in excess of what are reasonable, attributable to

vv—

*each non-consenting working interest.

3

NI
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royalty inter

I under the te

(11) That any well costs

out of production

. {
interests share of prxr

be withheld

(12)

wellgwhich ar

be placed in escrow in

paid to the

that the operator shal

address ©
first depoS

(13)

entry of such fu

DONE

above designated.

(10) That any unsevered mineé

a seven-eighths (7/8)

rms of +his order.

£ said escrow ag

ral interest shall be considers€

working'interest and a one-eigﬁtb (1/8)

ting costs and charges

est for the purpose of alloca

or charges which are to be paid

4 only from the working
shall

shall be withhel

oduction, and no costs oOr charges

from production attributable to royalt jnterests.
ekt
That all proceeds from production fromAthe subject

e not disbursed for any reason shall jmmediately

New MexicoO, to be

Chaves COunty '

t+rue owner thereof upon demand and proof of cwnerships;

1 notify the Division of the name and

ent within 30 days from the date of

it with said escrow agent.

That jurisdiction of this cause is retained for the

rther orders as the Division may deem necessary.

at Santa Fe, New Mexico, on the day and year herein-

Jp———
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TR

2t

e



|
¢
i
i

STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE KEARING
CALLED BY THE OIL CONSERVATION
PIVISION POR THE PURPOSE OF
‘CONSIDERING:

I CASE NO. 6897
A Qrder No. R=6367

PPLICA‘I‘ION OF McCLELLAX CIL
CORPORATION FOR TWO COMPULSORY
FLINGS, CHAVES COUNTY, NEW
ICo.

; ORDER OF THE DIViISION

F ¥ THE DIVISION:

L This cause came on for hearing at 9 a.m. on May 21, 1980,
t Santa Pe, New Mexico, before Examiner Richard L. Stamets.

NOW, con this day of June, 1980, the Division
pirector, having cons erod the testimony, the record, and the
ecommendations of the Examiner, and being fully advised in the
remises,

PIMDE:

{1) That due public notice having bheen given as required
by law, the Division has jurisdiction of this cause and the
subject matter therect.

(2) That the applicant, McClellan 0il Corporation, seeks
order pooling all mineral interests from 1200 feet below the
face to the base of the Ako formation underlying the SW/4
the BE/4 of Bection 30, Townehip é South, Range 26 East,
+ Chaves County, NHew Mexico.

: (3) That the applicant has the right to drill and proposes
4driil a gas well at a standard location on each of the afore-
raid 160-acre spacing and proration units.

| (4) That there are interest owners in the proposed prora-~-
ition units who have not agreed to pool their interests.

l (3) That to avoid the drilling of unnecessary wells, to
rotect correlative rights, and to afford to' the owner of each
gnterclt in said units the opportunity to recover or receive

iy
i

it

!
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Lase No. 6897

without unnecessary expense his juat and failr share of the gas
in said poocl, the subject application should be approved by
pooling all mineral intexests, whatever they may be, within
said units.

(6) That the applicant should bhe desigrated the operator
bf the subject wells and units,

; {(7) That any non-consenting working interest owner shoculd
be afforded the opportunity to pay his share of estimated well
gosts to the operator in lieu of paying his share of reasonable
well ccsts out of production.

{8) That any non-consenting working interest owner who
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs

lus an additionsl 200 percent thereof as a reasonable charge
for the risk involved in :he 4rilling of each of said wells.

(9} That any non-consenting interest owner should be
#ffordnd the opportunity to object to the actual weil costs but
ghat actual well costs should be adopted as the reasonable well
?o-tl in the absance of such objection.

1 {10) That following determination of reasonable well costs,
any non-consenting working interest owner who has paid his
share of estimated costs should pay to the opsrator any amount
that reasonable wall costs exceed astimated well costs and
»hould receive from the operator any amount that paid estimated
well costs exceed reasonable well costs.

i (11) That $1500.00 per month per well while drilling and
$220.00 per month per well while producing should be fixed zs
easonable charges for supervision (combined fixed rates); that
the operator should be authorized to withhold from production
proportionate share of such supervision charges attributable
each non~-consenting working interest, and in addition thersto,
e operator should be authorized to withhold from production the
oporticonate share of actual expenditures regquired for operating
the subject well, not in excess of what are reasonable, attribu-
gable to each non-consenting working interest.

; (12) That zll proceeds from production from either of the
pubject wells which are not disbursed for any reason should be
placed in escrow to be paid to the true owner thereof upon de-
mand and proof of ownership.

i
i
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izgatloavar with respect to said second spacing and proration
unit,
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Case No. 6897
Oxder No. R-6367

(13) That upon the failure of the operator of said pooled
unit to commence drilling of the first of said wells on one of
szid units on or before September 15, 1980, the order pooling

‘paid units should beccme null and void and of no ettect whatso-

.VCX' .

‘ (14) That upon failure of the operator to drill a well to
pompietion, or abandonment, on the second spacing and proration
‘unit herein pooled ox.to dedicate such unit to another Abo well ;
‘within 12 months after the effective date of this order, Order :
No. (1) of this order should be null and void and of no effect !

IT IS5 THEREFORE ORDERED$ §

R

s {1} That all minersl interesta, whatever they may be,

gton 1200 feet below the surface to the bas= of the Abc forma~

; ion underlying the SW/4 and the SE/4 of Section 30, Township 6
uth, Range 26 East, NMPM, Chaves County, New Mexico, are hereby
led to form two atandard 1§0=acre gas spacing and proration
its, each to be dedicated to a gas well to be drilled at a

standard location theraeon.
i :
g PROVIDED HOWEVER, that the operator of said units shall ;
‘bommence the Arilling of the first of said wells on or bafore |
thc 15th day of September, 1980, and shall thereafter continue

he drilling of said well with due diligence to a depth asuffi-
;_icnt to test the Abo formation;

PROVIDED FURTHER, that in the event said operator does not
commence the drilling of said well on or before the 15th day of
‘Beptembex, 1980, Order (1) of this order shall be null and void :
inmnd of no effect whatsoever, unless said operator obtains a time :
ixtcnsion from the Division for goed cause shown.
i§ PROVIDED FURTHER, that should said well not be drilled to ;
‘completion, or abandonment, within 120 days after commencement
‘thereof, said operator shall appear before the Division Director
#and show cause why Order (1) of this order should not be res- A
cindod. i

; PPOVIDED FURTBER, that should the second of said wells not
be drI1Ted to completion, or abandonment, within 12 months after
‘the effeutive date of this order or if the pooled acreage is not
otherwile dedicated to an Abo gas well, said operator shall
uppear befoxe the Division Diractor and show cause why Order (1)
of this order should not be rescinded as to such well and unit.
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(2) That McClellan 0il Corporation is hereby designated
the operator of the subject wells and units.

: (3) That after the effective date of this order and within
LY days prior to commencing either of said wella, the operator

shall furnish the Division and each known working interast owner
?in the subject unit an itemized schedule of estimated well costs.

: (4) That within 30 days from the date the schedule of |
mgtimated well costs is furnished to him, any non-consenting f |
Wworking interest owner shall have the right to pay his share ‘ f
pf estimated well costs to the operator in lieu of paying his |
share of reasonable well costs out of production, and that any

such owner who pays his share of estimated well costs as pro-

iyidod above shall r-main liable for operating ccsts but shall

‘not be liable for risk charges.

; {S) That the opsrator shall furnish the Division and each
known working into:olt owner an itemized schedule of actual well
posts within 90 A=ys following completion of each of said wells;
khat if no objection to vhe actual well costs is received by the

:hlvi-(an and tha Nivisioan has not ohiantad within AR Aava €51100-

i @ MW es a WS W NS A0 AL g X

‘Ang receipt of said scheduis, the actual well costs shall be the
sonable well costs; provided however, that if there is an {
bjection to actual well costs within said 45-day period the i
ivision :111 deternine reasonable well costa after public notice
hearing. ;

{(6) That within 60 days following determination of reason-
1. well costs, any non-consenting working interest owner who
s paid his share of estimated costs in advance as provided
e shall pay to the operator his pro rata share of the amount
t reasonable well costs exceed estimated well costs and shall
;.cciv. from the operator his pro rata share of the amount that
pstimatcd well costs exceed reasonable well costs.

g {(7) That the operator is hereby authorized to withhold
kh- following costs and charges from production:

(A) The pro rata share of reasonable well costs
B attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished to hinm,
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(B) As a charge for the risk involved in the
drilling of the well, 200 percent of the
pro rata share of reasonable well costs
attributable to each non~consenting working
interest owner who has not paii his share
of estimated well costs within 30 days from
the date the schedule of astimated well
costs is furnished to him.

: (8) That the operator shall distribute said costs and
iphnrgon withheld from production to the parties who advanced
the well costs.

i (9) That $1500.00 psr month while drilling and $220.00

per month while producing are hereby fixed as reasonable charges
gét supervision (combined fixed ratas); that the operator is
‘hereby authorixed to withhoid from production the proportionate
‘share of such supervision charges az:tributable to each non-
‘consenting working interest, and in addition theretsc, the
pperator is hereby authorized to withhold from production the
‘proportionate share of actual nxponditurcs required for operating
said wells, not in sxcsss of what are rsascnable, attributable to
pach non=-consenting working interest.

} {10) That any unsevered mineral interest shall be considered
A seven-sighths (7/8) working interest and a one-eighth (1/8)
koyalty interest for the purpose of allocating costs and charges
hndor the terms of this orader.

il

i (L1) That any well costs or chargas which are to be paid
out of production shall be withheld only from the working
interests share of production, and no costs or charges shall

b‘ withheld from production attributable to royalty interests.

?i (12) That all proceeds from production from either of the
bubjoct wells which are not disbursed for any reason shall im-
mediately bs placed in escrow in Chaves County, New Mexico, to

paid to the true owner thereof upon demand and proof of own-
#rships that the operator shall nctify the Division of che name
and address of said escrov agent within 30 days from the date of
!ir-t deposit with 3aid escrow agent.

g (13) That jurisdiction of this cause is retained for the
?ntry of such further orders as the Division may deem necessary.

{
il
e
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