KELLAHIN, KELLAHIN AND AUBREY
Attorneys at Law

W. Thomas Kellahin 'J El Patio - 117 North Guadalupe Telephone 982-4285
Karen Aubrey Post Office Box 2265 : Area Code 505
Jason Kellahin Santa Fe, New Mexico 87504-2265 SroTVED
Of Counsel o

April 30, 1988 v dnel

Mr. William J. LeMay

0il Conservation Division

P. O. Box 2088

Santa Fe, New Mexico 87504 "Hand Delivered"

Re: Merchant State 1-30 Well
Application of Foran 0il Company

For Compulsory Pooling and & ;‘},4
Non-Standard Proration and a1
Spacing Unit, Lea County v

New Mexico.

Dear Mr. LeMay:

Please find enclosed our application on behalf of
Foran 0il Company for a compulsory pooling order. We
request that this application be set on the examiner's
docket now scheduled for May 25, 1988,

We suggest the following for an advertisement for
the newspaper and for the docket:

Application of Foran 0il Company for compulsory
pooling, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks an order pooling all
mineral interests from the surface to either the
base of the Morrow formation or to a depth of 13,000
feet, whichever is deeper, underlying the §/2 of
Section 30, T21S, R35E, Lea County, New Mexico,
forming a 312.,#5-acre, more or less, non-standard
gas spacing and proration unit for any and all
formations and/or pools developed on 328-acre
spacing, to be dedicated to a well to be drilled at
a standard gas well location thereon and underlying
the SE/4 of said Section forming a 160 acre gas
spacing and proration unit for any and all
formations and or pools within said vertical limits
developed on 160 acre gas well spacing. Also to be
considered will be the <cost of drilling and
completing said well and the allocation of the cost
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Mr. William J. LeMay
April 29, 1988
Page 2

thereof as well as actual operating costs and
charges for supervision, designation of applicant as
operator of the well and a charge for risk involved
in drilling said well. Said unit is located on

By copy of this letter to all parties to be pooled,
we are notifying them by certified mail-return receipt,
that they have the right to appear at the hearing, to
make a statement to the Division, to present evidence and
cross—examine witnesses either in support of or in
opposition to the application. Those parties are
directed to contact the Division or the applicant's
attorney to determine what additional rights they may
have. In addition, they are advised that the entry of a
compulsory pooling order will affect their rights to
share in the production from the subject well.

WTK:ca
Enc.

cc: Mr. Joe Foran
Foran 0il Company
8340 Meadow Road
Dallas, Texas 75231

"Certified Return-Receipt Requested"
All Parties listed in Application



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

IN THE MATTER OF THE APPLICATION

OF FORAN OIL COMPANY FOR

COMPULSORY POOLING AND NON-STANDARD '
SPACING AND PRORATION UNIT G35
LEA COUNTY, NEW MEXICO. CASE: [ 7

APPLICATION

COMES NOW, FORAN OIL COMPANY, by and through its
attorneys, Kellahin, Kellahin & Aubrey and in accordance
with Section 7-2-17(c) NMSA (1978) applies to the New
Mexico 0il Conservation Division for an order pooling all
mineral interests wunderlying the following described
acreage in Section 36, T21S, R35E, Lea County, New
Mexico, in the following described manner:

S/2 to form a 312,05 acre, more or less, gas spacing

and proration unit for any and all formations and/or

pools within said vertical limits developed on 3206-

acre gas well spacing.

SE/4 to form a 168 acre, more or less, gas spacing

and proration unit for any and all formations and/or

pools within said vertical limits developed on 320-

acre gas well spacing.

The above described unit is to be dedicated to its
Merchant State 1-30 Well to be drilled to a depth of

approximately 13,008 feet at standard well location in

said Section 30.



1. Applicant is a working interest owner in the S/2
of Section 38 as shown on Exhibit "A" and "B".

2, Applicant desires to drill a well at a standard
location as shown on Exhibit "B" and "C".

3. Applicant, has sought a voluntary agreement with
all those parties shown on Exhibit "D" for the formation
of a §8/2 section unit for the drilling of the subject
well but has been unable to obtain a voluntary agreement,

4, Pursuant to the Division notice requirements,
applicant has notified all those parties shown on Exhibit
"C" of this application for compulsory pooling and the
applicant's request for a hearing before the Division to
be set on May 25, 1988.

5. In order to obtain its just and equitable share
of the potential production underlying the above tract,
applicant needs an order pooling the mineral interests
involved in order to protect applicant's correlative
rights and prevent waste.

WHEREFORE, applicant prays that this application 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 mineral
interest described herein. Applicant further prays that
it be named operator of the well, and that the order make

provisions for applicant to recover out of production its



costs of drilling, completing and equipping the subject
well, costs of operation, including costs of supervision,
and a risk factor in the amount of 200% for the drilling
and completing of the well, for such other and further
relief as may be proper.

Respectfully submitted,

By
W. Thomas Kella
Kellahin, Kellahin & Aubrey
P. O. Box 2265

Santa Fe, New Mexico 875064

(5085) 982-4285
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KELLAHIN, KELLAHIN and AUBREY

T{ Attorneys at Law
Ww. imas Kellahm

El Patio - 117 North Guadalupe Telephone 982-4235
K“Q” AWLT Post Office Box 2265 Area Code 505
Jason Kellahin: . = Santa Fé, New Mexico 87504-2265
Of Counsel
July 11, 1988
Phillips Petroleum Company "Certified"
4001 Penbrook Street Return-Receipt Requested

Odessa, Texas 79762

Attn: Mr. Frank Hulse

9397

2 Fan
Re: Foran Oil Company (b/w’d
T21S, R35E, NMPM, 4,,5.
Section 30: SE/4, E/2SW/4

Lea County, New Mexico
Compuslory Pooling Order R-8671

Dear Mr. Hulse:

In accordance with the terms of the enclosed New
Mexico ©il Conservation Division Orxrder R-8671, we are
sending you a copy of this order and copy of the
estimated costs of the subject well as set forth on the
AFE dated March 15, 1988.

On behalf of Foran 0il Company, you are hereby
notified that pursuvant to paragraph (4) of the orxrder you
have thirty (30) days from receipt of this letter to pay
your share of the subject well costs and avoid the
penalty which will apply if your share of the costs 1is
taken out of production.

Very truly yours,

. Thomas Kelflahin

WTK:ca
Enc.

cc: Foran 0il Company
Suite 158, Pecan Creek
8340 Meadow Road
Dallas, Texas 75231

0il Conservation Division
P. 0. Box 2088
Santa Fe, New Mexico 87504



KELLAHIN, KELLAHIN and AUBREY
Attorneys at Law

W. Thomas Kellahin El Patio - 117 North Guadalupe Telephone 982-4285
Karen Aubrey Post Office Box 2265 Area Code 505
Jason Kellahin Santa Fé, New Mexico 87504-2265
Of Counsel
July 11, 1988
The Merchant Livestock Co. "Certified”
P. O. Box 1166 Return-Receipt Requested

Carlsbad, New Mexico 88220
Attn: Mr. J. D. Merchant

Re: Foran 0il Company
T21S, R35E, NMPM,
Section 30: SE/4, E/2S8W/4
Lea County, New Mexico
Compuslory Pooling Order R-8671

Dear Mr. Merchant:

In accordance with the terms of the enclosed MNew
Mexico ©0il Conservation Division Order R-8671, we are
sending you a copy of this order and copy of the
estimated costs of the subject well as set forth on the
AFE cated March 15, 1988.

On behalf of Foran 0Oil Company, you are hereby
notified that pursuant to paragraph (4) of the order vycu
have thirty (30) days from receipt of this letter to pay
your share of the subject well costs and avoid the
penalty which will apply if your share of the costs 1is
taker. out of production.

Very truly vyours,

WTK:ca
Enc.

cc: Foran 0il Company
Suite 158, Pecan Creek
8340 Meadow Road
Dallas, Texas 75231

0il Conservation Division
P. 0. Box 2088
Santa Fe, New Mexico 87504



KELLAHIN, KELLAHIN and AUBREY
Attorneys at Law

W. Thomas Kellahin El Patio - 117 North Guadalupe Telephone 982-4285
Karen Aubrey Post Office Box 2265 Area Code 505
Jason Kellahin Santa Fé, New Mexico 87504-2265
Of Counsel
July 11, 1988
First National Bank of America "Certified"
P. O. Box AA Return-Receipt Reguested

Artesia, New Mexico 88210
Attn: Mr., Brent Hammett

Re: Foran 0il Company
T21S, R35E, NMPM,
Section 30: SE/4, E/2S8W/4
Lea County, New Mexico
Compuslory Pooling Order R-8671

Dear Mr. Hammett:

In accordance with the terms of the enclosed New
Mexico ©il Conservation Division Order R-8671, we are
sending you a copy ©of this order and copy of the
estimated costs of the subject well as set forth on the
AFE dated March 15, 1988.

On behalf of Foran 0il Company, you are hereby
notified that pursuant to paragraph (4) of the order you
have thirty (30) days from receipt of this letter tc pay
your share of the subject well costs and avoid the

penalty which will apply if your share of the costs 1is
taken out of production.

Very truly yours,

W.

WTK:ca
Enc.

cc: Foran 0il Company
Suite 158, Pecan Creek
8340 Meadow Road
Dallas, Texas 75231

011 Conservation Division
P. O. Box 2088
Santa Fe, New Mexico 87504



KELLAHIN, KELLAHIN and AUBREY
Attorneys at Law

W. Thomas Kellahin El Patio - 117 North Guadalupe Telephone 982-4285
Karen Aubrey Post Office Box 2265 Area Code 505
Jason Kellahin Santa Fé, New Mexico 87504-2265

Of Counsel July 11, 1988

Mr. & Mrs. John E. Busserman "Certified"

711 Beaman Street Return-Receipt Requested
Oakley, Kansas 67748

Re: Foran 0il Company
T21S, R35E, NMPM,
Section 30: SE/4, E/2SW/4
Lea County, New Mexico
Compuslory Pooling Order R-8671

Dear Mr. & Mrs. Busserman:

In accordance with the terms of the enclosed New
Mexico ©il Conservation Division Order R-8671, we are
sending you a copy of this order and copy of the
estimated costs of the subject well as set forth on the
AFE dated March 15, 1988.

On behalf of Foran 0il Company, you are hereby
notified that pursuant to paragraph (4) of the order you
have thirty (30) days from receipt of this letter to pay
your share of the subject well costs and avoid the
pena_.ty which will apply if your share of the costs is
taken out of production.

Very truly yours,

W. Thomas fKellahin

WTK:ca
Enc.

cc: Foran 0il Company
Suite 158, Pecan Creek
8340 Meadow Road
Dallas, Texas 75231

0il Conservation Division
P. O. Box 2088
Santa Fe, New Mexico 87504



KELLAHIN, KELLAHIN and AUBREY
Attorneys at Law

W. Thomas Kellahin El Patio - 117 North Guadalupe Telephone 982-4285
Karen Aubrey Post Office Box 2265 Area Code 505
Jason Kellahin Santa Fé, New Mexico 87504-2265
of sel
Counse July 11, 1988
Mr. J. W. Nichols "Certified"
DBA Nichols 0il & Gas Return-Receipt Requested

3803 Carlton
Amarillo, Texas 79109

Re:; Foran 0Oil Company
T21S, R35E, NMPM,
Section 30: SE/4, E/2S8W/4
Lea County, New Mexico
Compuslory Pooling Order R-8671

Dear Mr. Nichols:

In accordance with the terms of the enclosed New
Mexico O0il Conservation Division Order R-8671, we are
sending you a copy of this order and copy of the
estimated costs of the subject well as set forth on the
AFE dated March 15, 1988.

On behalf of Foran 0il Company, you are hereby
notified that pursuant to paragraph (4) of the order you
have thirty (30) days from receipt of this letter to pay
your share of the subject well costs and avoid the
penalty which will apply if your share of the costs 1is
taken out of production.

Very

W. Thomas Kéllahin

WTK :ca
Enc.

cc: Foran 0il Company
Suite 158, Pecan Creek
8340 Meadow Road
Dallas, Texas 75231

0il Conservation Divigion
P. 0. Box 2088
Santa Fe, New Mexico 87504



KELLAHIN, KELLAHIN and AUBREY
Attorneys at Law

W. Thomas Kellahin El Patio - 117 North Guadalupe

Karen Aubrey Post Office Box 2265
Jason Kellahin Santa Fé, New Mexico 87504-2265
Of Counsel

July 11, 1988

Mr., Whit Cline "Certified"

Telephone 982-4285
Area Code 505

Marsh Operating Company Return—-Receipt Reguested

P. O. Box 1746
Amarillo, Texas 79105

Re: Foran 0il Company
T21S, R35E, NMPM,
Section 30: SE/4, E/2SW/4
Lea County, New Mexico
Compuslory Pooling Order R-8671

Dear Mr. Cline:

In accordance with the terms of the enclosed
Mexico 0il Conservation Division Order R-8671, we
sending you a copy of this order and copy of
estimated costs of the subject well as set forth on

AFE dated March 15, 1988.

On behalf of Foran 0il Company, you are

taken out of production.

Very truly yours,

W. Tho;2§

WTK:ca
Enc.

cc: Foran 0il Company
Suite 158, Pecan Creek
8340 Meadow Road
Dallas, Texas 75231

0il Conservation Division
P. 0. Box 2088
Santa Fe, New Mexico 87504

New
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ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO. 9392
Order No. R-8671

APPLICATION OF FORAN OIL COMPANY
FOR COMPULSORY POOLING FOR A NON-
STANDARD GAS PRORATION UNIT, LEA
COUNTY, NEW MEXICO.

ORDER _OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on June

8,
1988, at Santa Fe, New Mexico, before Examiner David R.
Catanach.

NOW, on this 24th day of June, 1988, the Division
Director, having considered the testimony, the record, and
the recommendations of the Examiner, and being fully advised
in the premises,

FINDS THAT:

(1) Due public notice having been given as required by
law, the Division has jurisdiction of this cause and the
subject matter thereof. ‘

(2) The applicant, Foran 0il Company, seeks an order
pooling all mineral interests from the surface to either the
base of the Morrow formation or to a depth of 13,000 feet,
whichever is deeper, underlyving the SE/4, E/2 SW/4, and Lots
3 and 4 of Section 30, Township 21 South, Range 35 East,
NMPM, Lea County, New Mexico, forming a 312.05-acre, more or
less, non-standard gas spacing and proration wunit for any
and all formations and/or pools within said vertical 1limits
developed on 320-acre spacing, and the SE/4 of said Section
30 forming a standard 160-acre gas spacing and proration
tnit for any and all formations and/or pools within said



CASE NO. 9392
Order No. R-8671
Page 2

vertical limits developed on 160-acre gas well spacing, both
aforementioned units to be dedicated to a well to be drilled
at a standard gas well location 660 feet from the South line
and 1980 feet from the East line (Unit O) of said Section
30.

(3) The evidence in this case indicates that the pro-
posed well location 1is within one mile of the East Grama
Ridge-Morrow Gas Pool and the North Grama Ridge-Wolfcamp Gas
Pool, both currently governed by 320-acre spacing.

(4) The non-standard gas proration unit is necessita-
ted by a variation in the U.S. Public Lands Survey. :

(5) The applicant has the right to drill and proposes
to}drill a well at a standard location described above.

(6) There are interest owners in the proposed prora-
tion units who have not agreed to pool their interests.

(7) To avoid the drilling of unnecessary wells, to
protect correlative rights, to avoid waste, and to afford to
the owner of each interest in said units the opportunity to
recover or receive without unnecessary expense his just and
fair share of the production in any pecol completion result-
ing from this order, the subject application should be ap-
proved by pooling all mineral interests, whatever they may
be, within said proposed units.

(8) The applicant should be designated the operator of
the subject well and units.

(9) Any non-consenting working interest owner should
be afforded the opportunity to pay his share of estimated
well costs to the operator in lieu of paving his share of
reasonable well costs out of production.

(10) Any non-consenting working interest owner who does
not pay his share of estimated well costs should have with-
held from precduction his share of the reasonable well costs
plus an additional 200 percent thereof as a reasonable
charge for the risk involved in the drilling of the well.



CADE NU., Y39<
Order No. R-8671
Page 3

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

(12) 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 amount that
paid estimated well costs exceed reasonable well costs.

(13) $5000.00 per month while drilling and $500.00 per
month while producing should be fixed as reasonable charges
for supervision (combined fixed rates); the operator should
be authorized to withhold from production the proportionate
share of such supervision charges attributable to each non-
consenting working interest, and in addition thereto, the
operator should be authorized to withhold from production
the proportionate share of actual expenditures required for
operating the subject well, not in excess of what are rea-
sonable, attributable to each non-consenting working
interest.

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

(15) Upon the failure of the operator of said pooled
units to commence the drilling of the well to which said
units are dedicated on or before September 15, 1988, the
order pooling said units should become null and void and of
no effect whatsocever.

(16) Should all the parties to this forced pooling
reach voluntary agreement subsequent to entry of this order,
this order shall thereafter be of no further effect.

(17) The operator of the well and units shall notify
the Director of the Division in writing of the subsequent
voluntary agreement of all parties subject to the forced
pooling provisions of this order.
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(3) After the effective date of this order and within
90 days prior to commencing said well, the operator shall
furnish the Division and each known, working interest owner
in the subject units an itemized schedule of estimated well
costs.

(4) Within 30 days from the date the schedule of esti-
mated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share
of estimated well costs to the operator in lieu of paving
his share of reasonable well costs out of production, and
any such owner who pays his share of estimated well costs as
provided above shall remain liable for operating costs but
shall not be liable for risk charges.

(5) The operator shall furnish the Division and each
known working interest owner an itemized schedule of actual
well costs within 90 days following completion of the well;
if no objection to the actual well costs is received by the
Division and the Division has not objected within 45 days
following receipt of said schedule, the actual well costs
shall be +the reasonable well costs; provided however, if
there is objection to actual well costs within said 45-day
period the Division will determine reasonable well costs
after public notice and hearing.

(6) Within 60 days following determination of rea-
sonable well costs, any non-consenting working interest
owner who has paid his share of estimated well costs in
advance as provided above shall pay to the operator his pro
rata share of the amount that reascnable well costs exceed
estimated well costs and shall receive from the operator his
pro rata share of the amount that estimated well costs ex-
cesd reasonable well costs.

(7) 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.
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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 attribu-
table 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.

(8) The operator shall distribute said costs and
charges withheld from production to the parties who advanced
the well costs. '

(9) $5000.00 per month while drilling and $500.00 per
month while producing are hereby fixed as reasonable charges
for supervision (combined fixed rates); the operator 1is
hereby authorized to withhold from production the propor-
tionate share of such supervision charges attributable to
each non-consenting working interest, and in addition there-
to, the operator is hereby authorized to withhold from pro-
duction the proportionate share of actual expenditures re-
quired for operating such well, not in excess of what are
reasonable, attributable to each non-consenting working
interest.

(10) Any unleased mineral interest shall be considered
a seven-eighths (7/8) working interest and a one-eighth
(1/8) royalty interest for the purpose of allocating costs
and charges under the terms of this order.

(11) Any well costs or charges which are to be paid out
of production shall be withheld only from the working inter-
est's share of production, and no costs or charges shall be
withheld from production attributable to royalty interests.

(12) All proceeds from production from the subject well
which are not disbursed for any reason shall immediately be
placed in escrow in Lea County, New Mexico, to be paid to
the true owner thereof upon demand and proof of ownership;
the operator shall notify the Division of the name and
address of said escrow agent within 30 days from the date of
first deposit with said escrow agent.
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(13) Should all parties to this forced-pocoling order
reach voluntary agreement subsequent to entry of this order,
this order shall thereafter be of no further effect.

(14) The operator of the well and unit shall notify the
Director of the Division in writing of the subsequent volun-
tary agreement of all parties subject to the forced-pooling
provisions of this order.

(15) Jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem neces-
sary.

DONE at Santa Fe, New Mexico, on the day and year here-
inabove designated.

STATE OF NEW MEXICO

OIL CONSERVATION VISION
N
1

WILLIAM J. LEMAY
Director

S EAL




Foran O, COMPANY
SUITE 158, PECAN CREFK

BEFORE EXAMINER CATANACH
—. OlL CONSERVATION DIVISION

KLU MEADOW ROAD
DALLAS, TEXAS 752}
(214) 373-8792

fFataa. exnisit no. 1R
9392

-CASE NO.

ESTIMATE OF COSTS AND AUTHORIZATION FOR EXPENDITURE

AFE NO. LEASE NAME

DATE __March 15, 1988

PROSPECT 52 simon

DESCRIPTION __Drill and Equip a 13,000' Morrow test

COUNTY_rea STATE ___ New Mexico LOCATION SE/4 Sec 30, T21S-R3
OPERATOR Foran Q0il Company
DRY HOLE
WITHOUT PIPE COMPLETED WELL

LOCATION B DAMAGES 20,000 21,500
FOOTAGE/MI'RY-TD 13,000' @ $21.00/Ft, 273.000 273,000
CONTRACT DRILLING DAYWORK  $4,200/Day 12.600 16,800
CEMENTING 8 SERVICES 20,000 31,000
DRILL STEM TEST & CORING 11,200 11,200
LOGGING 25,000 25,000
GEOLOGICAL _$400/pay for 24 Days 9,600 9,600
MUD MATERIALS 35,000 35,000
TRUCKING 8 LABOR , Csq, Crew & Yellow Jacket 12,800 16,500
SUPERVISION _$350/pay for 50 Days 14,000 17.500
BITS 8 EQUIPMENT RENTAL  pyT, Mud Cleaner, etc 8,200 13,700
FUEL/WATER 15,000 18,500
COMBINED FIXED RATE 5,000 7,500
PLUGGING 8 ABANDONMENT - -
WELL SURVEYS/TEST SERVICES RHP Survey - 2,500
COMPLETION UNIT $1400/pay for 10 Days - 14,000
CENTRALIZERS & SCRATCHERS 1.000 4,500
PERFORATING/ LOGGING CBL/Perf - 8,600
FRAC AND/OR ACID = 55,000
OTHER - M
CONTINGENCY 60,000 14 _ 000

TOTAL INTANGIBLE 522,400 655,400

Wi oL COMPLETED WELL

CASING -CONDUC TOR - -
CASING*SURFACE 500' 13-3/8" @ $25,00/Ft, 12,500 12,500
CASING-INTERMEDIATE 5450' 8-5/8" @ S18,00/F¢t, 98,100 98,100
LINER-DRILLING - -
CASING*PROOUCTION 13000' 5-1/2" @ S 9 00/Ft, - 117,000
LINER-PRODUC TION - -
TUBING 12900' 2-3/8" 8 $§ 2 95/Ft = 38,035
WELL HEAD 4,000 9,000
OTHER SUB SURFACE EQUIP - -
TANKS - 4,000
SEPARATORS B HEATERS - 14,500
FLOW LINES ~ 4,000
Roos/Downhole Pkr & Profile w/On Off - 5,500
PUMP UNIT 8 ENGINE = =
INSTALLATION COSTS 2,500 12,500
NON-CONTROL L ABLE EQUIP - 5,000

TOTAL EQUIPMENT 117,100 320,155

TOTAL WELL COSTS 639,500 | 975,555

APPRQVALS:
FORAN OIL COMPANY

WORKING INTEREST

by \grg_ec'z\(h—v——-

oare 3/15/88

The First National éoank D
non-operator: Of Artesia, N.A,

2.022,

0 by

OATE

DATE

wORKIIC INTCALSY




MarsH OPErRaTING COMPANY

P.O. Box 1746
_A“MARILLO, Texas 79105-1746 )

The Merchant Livestock Co.
P. 0. Box 1166

Carlsbad, New Mexico 88220
Attn: Mr. J. D. Merchant

RE:
Gentlemen:

S 1 (806) 372:2381

. 9374
Cor
s

Compulsory Pooling Order
R-8671

S/2 Section 30-21S-35E
Lea County, New Mexico

We understand that you have received the captioned order.
As you know, we have leased your interest in the southwest quarter
of the captioned section and as to the leased interest we are

obligated to make any election pursuant to the order.

By copy

of this letter to Foran 0il Company, who we advised in May 1988
of our lease, and to other interested parties we are confirming

this fact in writing.

Very truly yours,

MARSH OPERATING COMPANY

Y/,

v

William W. Cline
Attorney-in-Fact

WWC/d1lw

cc: Foran 0il Company
(w/copy of lease)
Suite 158, Pecan Road
8340 Meadows Road
Dallas, Texas 75231

Attn: Mr. Joe Foran

Mr. W. Thomas Kellahin
(w/copy of lease)
P. O. Box 2265

Santa Fe, NM 87504-2265

0il Conservation Division V////

P. O. Box 2088
Santa Fe, New Mexico 87504

Mr. John Caraway

P. 0. Box 17
Carlsbad, New Mexico 88220
Mr. Jim Bruce

Hinkle Law Firm

P. 0. Box 2068

Santa Fe, NM 87504-2068
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Producers “-Priducor‘ s Revised 1981 N Jexico Form 342P, Pald-up Printed and ‘\m by Hall-Poorbaugh Press, Roswell, N.M.
acck 424 v 500 OIL & GAS LEASE 7
- v~ Q\ 3 N
THIS AGREEMENT mace this 211G gay ot May 19 88 between u‘ () -~

Merchant Livestock Company

oP. O, Box 1166,

Car lsb‘ga ?"'?JM 58220

homndvhdium(wvmhu'-‘numo)w Nichols Energy

1. Leasor, in coneideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged. and of the royalties herein provided and ol the a9 ts of the k
heresn contsined, heredy grants, 4 and lets b unto tor the purp of | Q. Prospecting, dritling, and op g for ing oll and gas, injec-
ting gas, waters, omu fuids, u\dmr into subsuriace l"lll. aying pipe lines, noﬂno oll, buliding tanks, roadways, mophono 1ines, and other structures cno woon thereon (0 produce, save,
take can of, treat, p'ocou store -ne gunwon sald minerals, the following descrided land in Lea County, New Mexico, to-wit:

- N A N
| ) n
¢ o NW/4 SE/4 Section 30-21S-35E 70
Said fand s estimatad to comprise 4 0 ) 0 0 acres, whether it actually comprises mors or less. y,

2. Subject 1o the other provisions herein contained, this leass shall remain in force fors termof __ L hI ce _.( 3 ) - years from tr.nl'- date (called “primary term™) and as
long thersatisr aa oil Of pas s produced from 3aid land of from land with which said land is pooted. -

1. The roysities 10 be Paid by lessee are: (a) on oli, and other liguid hycSrocarbons saved a1 the well 3/1_6 of that produced and saved Irom said iand,
$ame 10 be deliversd at the welis or to the credit of lessor in the pipeline to which the wells may be connected: (b) on gas, including casinghead gas or other g b o

trom said land and u..'a off the premises or used in the manufacture of gasoline or othe~ 100! the market value at the well of 3[1 6 - of ihe gas used,

provided that on gas $0ld on or off the premi the royaities shall be 3 / l 6 of the amount realized irom such sale; (C} andst any time when this lease is
not validated by other provisions Muol and there is 8 gas and/or condensate well on 3aki land, or land pooied therewith, but gas or condensate is nol being 30 80id Or used and such well is
shut in, eiiher Defore or atter production therefrom, then on or bafore 80 days sfter said well is shut in, snd th fier at | intervals, § may pay or tendes an advance shut-in royaity

+  oqual 10 $1.00 per net acre of lessor's gas acreage then held under this leass dy the party making such payment of tender, and 80 long as said shut-in royaity is paid or te this lease
shall not terminate and it shall be considersd under all ciauses hereo! that gas is being produced from the | premi in paying quantities. Each such uymnl shall be paid or tencdered

10 the party or panties who at the time of such payment wouid be entitied to receive the royaities which wouid be paid under this iease if the well wars in {act producing. The payment or

' tender of royaities and shut-in royaities may be made by check or draft. Any timely payment or tender of shut-in royally which Is made in 2 bona fide attempt t0 Mmake proper paymaent, but

» which is efroneous in whole or in part as 10 parties of amounts, shail nevertheiess de sutiicient to prevent termination of this lsass in the same manner as though a proper paymant had been
made if lesses shail cofrect such orror within 30 days after iessese has received written notice thereof by certified mail from the party or parties entitied to receive payment together with such
written instrumaents (of certified cOpies thereof) as are necsssary to enadie lessee to make proper payment. The amount realized from the sale of gas on or off the premises shall be the price

established Dy the gas sales contract sntered into in good faith by | and gas purch {or such term and under such ditions as are y in the industry. “Price”” shali mean the
net received by | after glving effect 10 applicadle regutatory orders and after ication of any appiicadle price sd} specified In such comnct or ragulatory orders. In
the event iesses compresses, trasts, punfies, or dehydrates such gas (whether on or off the isased premises) of transports gas off the | d p in ing royaity
hersunder may deduct from such price a reasonable charge for sach of such functions performed.

4. This is 2 psid-up leass and lessee shall not be obligated during the primary term hereof to Ce i sny i of wh h of to make any payments

° hereunder in order 10 Thaintain this Isase in force during the primary term; however, this provision is not lnlonood 1o relieve lessee of the obligation Io pay royaitiss on actusl production pur-
susnt to the provisions or Paragraph 3 hereo!.

5. Lessee is heredy granted the right and power, from time 10 time, 10 pool of comdine this lease, the Iund covered by it or any pan or horizon thereof with any other land, jeases. minersl
. esiatas or pany thereof for the production of oil or gas. Units pocied harsunder shail not d the p fon unit lined by law or by the Oll Consaervation Oivision of the Emmy and
Mingrs:s fi-rsrtmany nf the Stare At New Mexico or Dy any other lawiul authority for the poot or area in which said land is situatad, plus a 10! & Of e percont. Lessea shaul e wniten
unit designations in the county in which the premises.ars located and such units may be designated from time to time and either before or after the compietion of weits. Drilling operations
on of proguciion trom any part of any such unit shail be considersd for all purposes, except the paymaent of royalty, as operations conducted upon or procuction from the iend described in

this lease. There shall be allocated to the land covered Dy this lease included in any such unit that portion of the total p tion of i is from wetls in the uNIt, after ceducting any
ved in leBse Of unit cperations, which the net oll or gas acresge in the land covered by this tease included in the unit beers to m total number of surtsce acres in the unit. The production so

L shall be dered ior all purposes. Including the payment or deiivery of royalty, to dbe the entire production ot p from the pomon of said land covered hersby and in-
cluded in 88id unit in the same manner as though produced from said land under the terms of this lssse. Any led unit desi g by | ided herein, may be dissotved by

lessee by recording an appropriate instrument in the County where the land Is situated at any time after the completion of a ery hole or the eouailon of production on said unit.

§. i at the expiration of the primary term thers is no wall upon sald land capabdie of producing oll or gas, but lessse has commenced operations for drilling or reworking therson, this lease
shall remain in force s0 long as operations are pr ted with no ion of more than 80 consecutive days, whether such operations be on the same well or on a ditferent or additional
mwntlo,wlﬂmmunlntho production of ollumwbnoMouhuuolluothlmuﬁthl( after the expiration of the primary term, all weils upon said land
should b of prod @ for any cause, this lease shall not If lesses b tor additional drilling or for reworking within 80 days thereafter. If any
drilling, acditional driiling, or nmlno opsrations hereunder result in production, then this lease shall remain In full force 80 fong thereattar as ol or w is produced hereunder.

1. Lessee shall have free use of oll, gas and water from said land, except water from lessor's wells and tanks, for all { [ ¢ md the roysity shall be puted atter deduc-

ting any 30 used. Lessee shail have the right at any time during or after the expiration of this lsase to remove ail property and fi laced by k on s8id land, Including the right to
draw and remove all casing. When required by lessor, lessee will Dury ail pipe lines on cuitivated lands below ordinary plow depth, and no > well shall be drilied within two hundred feet (200 H)
of any residence of bam now on 88id land without lessor's Lessor shalt have the privilege. at s risk and sxpense, of using gas from any gas weil on said land for stoves and inside
ghts in the principat dwelling thereon, out of any surpius gas not nesded for operations hereunder.

&. The rights of either party he der may be i “mmhorlnpmudlm A h { shail extend o their heirs, X snd assigns; byt no
ehange in the ownership of the land or In the ownonhlp of, o rights to [ les of shut-in royaities, however lished shail oponu to the ob L of ish the
rights of 1ssses: and nO such change or division shail be binding upon iesses fo¢ any purposs untit 30 dly! after lesses hu been furnished by certified mul at hsm s principai placs of
businass with acceptable instruments or certified copies thereof constituting the chain of title from the originat lessor. if any such change in ownership occurs through the ceath of the
owner, 193306 may, at I1s option, pay or tender any royaitles or shut-in royalties in the name of the deceased or to his estate or 1o his heirs, or | until such time as lessse
hu been 'umuhod with evidence satistactory to lessee as 1o the persons entitied to such sums. An assignment of this iease in whole or in part shail, to the extent of such assignmaent,

o & of any gat hereunder and, If lesses or assignes of part or parts hereof shall fali or make detauit in the payment of the proportionate part of roysity or shut-
n nm!ty due from such lesses or assignee or lall to comply with any of the provisions of this lease, such defauit shall not affect this lease insofar as it covers a pan of said lands upon which
lossee of any assignee therof shail property comply or make such payments.

§. Shouid iesses be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or i } he der, or from prod gollor
943 hersunder Dy resson of scarcity of Inability 1o obtain or use sauipment or Material, of by cperation of force majsurs, of by any anl or state law or any order, rule or roquhtbﬂ of
govermentmantal authority, then while 30 prevented, lessee’s duty shail be suspended, and lesses shall not be liabie for failure to comply therewith; and this lease shall be extended while
and 30 long &s iesses is Drevented by any such cause from conducting drilling or reworking opsrations or from producing oil or gas b der, and the time while iessee I8 3o prevented shall
not be counted against lesses, anything in this lease to the co! y notwith ding.

10. Lessor hereby ts and 89 to det ‘momhtouldhmmdlommnlumnIuootlonmydlochamomyux.nmmumuonuponnww and in the event
lesses doss 30 It shall be tubroolloo 10 such lien witiy iha right 1o enforce same and 1o apply royaities and shut-in royaities payable hersunder 10ward satlstying same. Without impairment of
lessee’s rights under the warranty, if this leass covers 1 less Interest in the oll of gas In ail or any part of said land than the entirs and undivided fee simple estate (whether lessor's interest is
herein specified or not) then the royaities, shut-in royalty, and other paymaents, If any, accruing from any part as 10 which this lsase Covers iess than such full Interest, shatl be paid only in the
propartion wheh the Interest tharsin, if any, coversd by this lease, dears 10 the whala and undiviCad 'oe simpia estale therelr. Shouid any 0N Or MOTE & tim Partias NAMYG SDOVE 23 Wisors
fail to execute this lesse, it shail neveriheleas be binding upon the party or parties executing the same.

11. Lesses, its or his successors, heirs and assigns, sha!l have the right at any time 1o surrencer this lease, In whole or in part, 10 lessor or his heirs, s, #n0 ] by delivering
of malling a releass therso! to the jessor, or by placing a reiease thereof of record in the county in which said land is situated; thereupon | shail be d from all obligati express.

ed or implied, of this agreement as 10 acreage 30 surrandered, and therafter the shut-in royaity payabie hereunader shail be reduced in the proportion that the acreage covered heredy is requc:
od Dy said ralease or releases

Notwithstanding any of the provisions of this lease, Lessee agrees
not to utilize the leased premises as a drill site, but may unitize

or pool all or any part of the leased lands for proration unit
purposes,

day snd year first above written. / .
% «%ﬁ MERCHANT LIVESTOCK COMPANY

By: QDeichand: Go—

JEﬂD. Merchant, Presidght
}h/ Thls Lease shall supersede and take the place of that certain

N - T o ;. a -
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The foregoing instrument was acknowledged before me this day of
19 by -
My Commission expires ' 19 ) Notary Public
STATE OF S
INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)
County of ’ ’ :
The foregoing instrument was acknowledged before rie this day of
19 by
My Commission expires_._ 19 - Notary Public
STATE OF C
INDIVIDUAL 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 : B S
INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form)
County of _ . '
The foregoing instrument was acknowledged before me this day of
19 by
My Commission expires , 16 Notary Public
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STATE OF NEW MEXICO.
County of EDRY CORPORATION ACKNOWLEDGMENT (New Mexico Short Form)
o a Gk :
\Flig oregoin ﬂnstrument was acknowledged before me this 3rd day of May , 19 88
.~:t A, ENHANT i JR. NEREE
t:r"' X D‘L"ﬁ Y= , R Prasident
=8 MiE uERcuAN%r LIVESTOCK CO. a New Mexico - corporation
TP ) g Leree ( M /(.i&f@w,% ' L
: N ’ T v
rqum'ssw" Exp@s* 0 DEP 1928 . Connle Bickerstaff //',. Notary Public .
\ n. 1 R . ‘\
. 0/~ ”\_ ‘\\‘y ‘ "‘;\ D :,
ST‘\TE OF it c AR |.‘_."“ . e
CORPORATION ACKNOWLEDGMENT (I\ew \{exmo Short Form)
County of \ I '
The foregoing instrument was acknowledged before me this day of : 19
by ' +— President
of . ___ i
on behalf of sald corpur.xtlon a corporation
My Comm;ssnon Explres. . / ( ‘ Notary Public
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McCORMICK, FORBES, CARAWAY anp TABOR
ATTORNEYS AT LAW

OON G. MESCORMICK (18307-:1986) BUJAC BUILDING, 112 NORTH CANYON
JSL:_MFORBES P.O.BOX 1718 TELEPHONE 885-417!
J . CARAWAY
CAS TABOR “G@!.SBAD, NEW MEXICO 88221-1718 Area Cope 505
MICHAEL E. DARGEL SN e Telecopier (305) 885.1963
DENISE A. MADRID I R A

.~~~ - July 19, 1988

W. Thomas Kellahin

KELLAHIN, KELLAHIN & AUBREY

P.O. Box 2265

Santa Fe, New Mexico 87504-2265

Re: Foran 0Oil Company
T21S, R35E, NMPM,
Section 30: SE/4, E/2SW/4
Lea County, New Mexico

Compulsory P ing. Order R-8671
Case No.; 2 '

Dear Mr. Kellahin: @2

I represent the Merchant Livestock Company of Carlsbad and
this letter is in response to your letter dated July 11, 1988
addressed to Merchant Livestock Company, with a copy of the force
Pooling Order No. R-8671 from the New Mexico 0il Conservation
Division attached.

Please be informed that Merchant Livestock Company has
executed a corrected 0il and Gas Lease to Nichols Energy under
date of May 2, 1988, and recorded on June 6, 1988 in Book 424,
Page 500 of the Records of Lea County, New Mexico. I enclose a
copy of that lease for your convenient reference. This lease
corrected an earlier lease under the same date, recorded on May
26, 1988 in Book 424, Page 229 of the Records of Lea County, New
Mexico.

Please note that the subject lease provides for a 3/16
royalty on oil and gas reserved to Merchant Livestock Company. I
tender this lease to you for you and your client’s recognition.
Please be advised that Nichols Energy, as Lessee, or their
Assignee will be the working interest owner for the acreage so
leased. I understand that either Nichols Energy or their
assignee will be in contact with you or your client directly for
appropriate arrangements to pay the proportionate drilling costs.
Since Merchant Livestock Company has leased to Nichols Energy,
Merchant has no present intent to pay their share of the
requested drilling costs.

Paragraph 10 of the O0il Conservation Division Order
pertaining to unleased mineral interest should not come into play
concerning this acreage as Merchant Livestock Company is now the
beneficiary of a reserved 3/16 royalty interest under the lease.

-



W. Thomas Kellahin 2 July 19, 1988

If there be any difficulty with you and/or your client
recognizing this lease and Merchant’s reserved 3/16 royalty,
please contact me right away.

Very truly yours,

dor M
n M. Caraway

JMC:cds

Enclosure

cc Merchant Livestock Co.
Foran 0il Company
0il Conservation Division
Nichols Energy Co.
Marsh Operating Co.



STATE OF NEW MEXICO

ENERGY ano MINERALS BEPARTMENT

OIL CONSERVATION DIVISION

GARREY CARRUTHERS POST DFFICE BOX 2088
GOVERNOR STATE LAND OFFICE BUILDING
SANTA FE. NEW MEXICO B7501
(505) 827-5800

LY 2
i

qr. Thomas Kellahin

s1llahin, Kellanin & Aubrey Re: CASE NO. ‘_%?92
Attoraevs at Law ORDER NO. 75571
Post Office Box 2265 .

Saita Fe, new lexkico Applicant:

Foran Nil Comwany

Dear Sir:

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

Sincerely,
_5512£YWJLAVuL /C£L14r151214ﬁha

FLORENE DAVIDSON
OC staff Specialist

Copy of order also sent to:

Hobbs OCD e
Artesia OCD 3z
Aztec OCD

Other




